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LETTER OF TRANSMITTAL 


Santiago, Chile 
November 1953 
Sir: 

During its second session, the Economic Commission for Latin America, in resolu- 
tion E/CN.12/150, stipulated that the Executive Secretary should prepare annual basic 
surveys of the economic situation in Latin America. In accordance with this resolution, 
I have the honour to transmit to you the fourth Economic Survey, covering the period 
1951-52, a preliminary edition of which was submitted to the fifth session of the Com- 
mission, held in Rio de Janeiro, in April 1953. I now have pleasure in submitting this 
final version to you. The interval which has elapsed since the first report of this nature 
was completed, the experience which the Secretariat has gained in this type of research 
and a better access to sources of information, have all contributed to make the present 
report more complete than its predecessors. 


This Economic Survey has certain special characteristics which I take the liberty of 
drawing to your attention. On this occasion, it was not desired to limit the work to an 
analysis of recent events in the region’s economy, which is the prime motive of these 
surveys, but to include also a study of trends in Latin America’s gross product, referring, 
at the same time, to the principal factors of its growth. Careful research was essential, 
the findings of which are described in part I of the present survey. This is the first time 
that an over-all picture of the Latin-American gross product and its rate of growth 
together with that of consumption and investment has been presented. It should be recog- 
nized in any appraisal of this study that the field of work is in itself difficult and is made 
more so by familiar deficiencies of statistical material. Besides contributing to knowl- 
edge of the economic process in Latin America, it may be hoped that this study will also 
act as an incentive to improve the available statistical material and its instruments for 
analysis. 


Thus, due to the nature of the task, part I of this survey covers a longer period than 
the economic events with which this volume is directly concerned, as it was necessary 
to go back several years in order to obtain a better perspective for the interpretation of 
recent phenomena. This explains why the research techniques and the form of presenta- 
tion in part I are different from those used in parts II and III. The new departure, from 
the Latin-American standpoint, of the analysis in part I calls for a system reviewing the 
summary of events without abandoning the theoretical and interpretative position. Herein 
lies the contrast of these pages with the concrete and condensed form of parts II and 
III; it is equally true for the data on recent economic conditions in Latin America, 
whether dealing with world events or the regional problems confronting agriculture, 
industry, mining and energy during 1951-52. 


Accept, Sir, the assurances of my highest consideration. 
Rail PREBISH 


Executive Secretary 
Economic Commission for Latin America 


The Hon. Dag Hammarskjold 
Secretary-General 

United Nations 

New York, N. Y. 
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ECONOMIC SURVEY 
OF LATIN AMERICA 
1951-52 


INTRODUCTION 


1. GROWTH AND SYMPTOMS OF DISEQUILIBRIUM 


In comparison with other periods, the growth of the 
Latin-American economy has been relatively rapid since 
the post-war era, due largely to a combination of favourable 
external factors. These, however, have recently deteri- 

-orated, and it is therefore not surprising to observe the 
reappearance of certain tensions in the balance of pay- 
ments, which the transitory boom resulting from the 
Korean War had momentarily disguised. 

Before this conflict, Latin America was liquidating the 

sizeable gold and foreign exchange holdings accumulated 
during the Second World War. Monetary reserves are in 
any case meant to be used and there would be no reason 
to underline this fact, were it not symptomatic of the type 

of disequilibrium characteristic of Latin America’s growth. 
As such, it is of particular importance to some countries 
which will be studied individually. Considering the region 
as a whole, however, the proportions of the phenomenon 
are not disquieting. Indeed, gold and dollar reserves 
improved during the second half of 1952, after declining 
since early 1951. 

To limit the loss of monetary reserves it again became 
necessary to establish import restrictions. Apart from this 
familiar expedient, these symptoms of disequilibrium 
also redirect attention to the outstanding role which 
foreign trade plays in Latin-American growth. With ex- 
perience, more light is being shed upon this problem. 
Countries which have been subject to continual fluctua- 
tions caused by external forces must logically seek to 
diminish their vulnerability. Generally speaking, there- 
fore, the Latin-American economies are today more 
stable than previously. In addition, the rate of develop- 
ment must be maintained and even accelerated, and the 

soundest basis for this process is in foreign trade. Although 
at one time the aims of Latin-American economic develop- 
ment were assumed to include liberation from the burden 
of imports, the facts show that this objective is very far 

from being achieved. While some imports decline, ap- 
propriately substituted by domestic output, others in- 
crease, sometimes at a comparatively higher rate. This 
has been particularly true of raw materials, fuel and 
capital goods. Development, therefore, requires that the 
structure of imports be altered in accordance with certain 
basic changes in the domestic economy. These, in turn, 
must be compatible with the dual purpose of decreasing 
vulnerability and permitting growth to continue, un- 
hampered by periodic disequilibrium. 

Such disequilibrium indicates that readjustments in the 
composition of imports have neither been effected in the 
manner nor to the extent required by the growth of the 
gross geographic product, perhaps owing to the intensity 
of its expansion. In some cases, however, it reflects a 
decline in exports. 


2. INCENTIVES FOR EXPORTS 


It is a proven fact that, in the great industrial centres, the 
demand for Latin-American foodstuffs and raw materials 


has developed much less rapidly than their gross product. 
There are no indications that this situation will change 
in the future, nor is it logical to anticipate such a change, 
in view of the characteristic trend of demand. Despite 
this tendency it should be noted that there have been a 
good many cases in which a sustained effort to increase 
exports might yield positive results and certain recent 
measures were undoubtedly inspired by this conviction. 

In these cases, it would not be difficult to establish the 
specific causes for the decline of exports. At times, it was 
due to a rise in domestic costs which was not followed 
by a parallel improvement in the value of the currency 
abroad. In other instances, the contraction of exports was 
the result of taxation, price policies, or excessive develop- 
ment of certain export branches to the detriment of pro- 
ductive activities for export purposes. However, there is a 
common background for these and other factors, namely 
the instability of foreign markets. A sharp fall in prices, 
such as that which occurred a short time ago, while retain- 
ing some of the benefits from the increase following hostili- 
ties in Korea, revives a series of previous vicissitudes which 
hardly encourage production for export. Although coffee 
prices are today relatively high, it should not be forgotten 
that Brazil was once obliged to destroy large surplus 
stocks of this commodity. For similar reasons, during the 
war, Argentina accumulated several grain harvests which 
later had to be used as emergency fuel. In contrast, the 
prospects on the domestic market are generally more 
stable, above all, in manufacturing activities. Industry, 
however, requires certain exports to provide it with essen- 
tial goods. 


3. THE CAPACITY FOR EXTERNAL PAYMENTS 
AND THE PRESSURE OF IMPORTS 


These are the underlying facts which have come to light 
as a result of the recent disequilibrium. It is well known 
that maladjustments of this kind have occurred periodi- 
cally in Latin America, each with its own characteristic 
features. Usually, the tension in the balance of payments 
would arise from a contraction in a country’s capacity for 
external payments, subsequent to a period of expansion. 
Now, disequilibrium occurs even when that capacity re- 
mains at a high level. Excluding Argentina, whose statis- 
tics reflect very unfavourable harvests, the capacity for 
external payments totalled some 6,000 million dollars + in 
1952. This figure is appreciably higher than for preceding 
years, with the exception of 1951 when, as a result of 
hostilities in Korea, it reached a total of 6,500 million. 

This points to the strong pressure which a growing 
import demand can exert upon the external deficit. Im- 
pelled by economic development itself, and in some cases 


1 These are dollars at 1950 prices, as in all the tables contained 
in part one of the Economic Survey (see the general note at the 
end of chapter I). In view of the foregoing, Argentina will con- 
tinue to be excluded in making these comparisons. Total figures 
for Latin America, including Argentina, are shown in footnote 2, 
below. 
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by inflation, such demand strongly influences the capacity 
for external payments. The revived use of import restric- 
tions has recently allowed some easing of this pressure. 
Nonetheless, such restrictions emphasize Latin-American 
apprehensions, which have persisted throughout the last 
quarter-century, and may be summarized as a fear that 
external factors may adversely affect economic progress 
in these countries. 


4, THE TERMS OF TRADE AND THEIR EFFECT 


Among these external factors, the most outstanding are 
those affecting the terms of trade. Their impact on Latin- 
American economy is measured for the first time in this 
survey. Between 1945 and 1952, while output rose at an 
annual rate of 4.8 per cent, the gross product increased 
even more sharply, that is, at a rate of 6.4 per cent, owing 
to the improvement in the terms of trade after 1945. 
However, since 1950, these terms became unfavourable. 
Therefore, while Latin-American output continued to rise 
at an annual rate of 6.5 per cent in 1952, an expansion of 
only 3.7 per cent ? took place in the gross product. 

The improvement of the gross product, due to the rising 
trend of the terms of trade, was clearly reflected in the 
capacity for external payments. In 1950, for example, 
the improvement in the terms of trade since 1945 ac- 
counted for the equivalent of 67 per cent of the capacity 
for external payments. This improvement was further 
accentuated, after the outbreak of hostilities in Korea. 
By 1952, however, the terms of trade effect had deterio- 
rated, and accounted for the equivalent of only 55 per 
cent of the capacity for external payments at that date.* 

This weakening should not obscure the fact that after 
1945 Latin America was able to recover, and for the first 
time even exceed, the level of the terms of foreign trade 
prevailing prior to the world crisis. Thus, despite a 
decline of 3 per cent between 1950 and 1952, in the latter 
year they were 31 per cent above the average for the five- 
year period 1925-29. 

This higher relative level in the terms of trade, in addi- 
tion to the direct effects, considerably influenced Latin- 
American investments. The coefficient of investment, that 
is, as a percentage of the gross product, reached a max- 
imum of 17.7 per cent in 1948, dropping to 16.7 per cent 
in 1952, as compared with 13.2 per cent for the period 
1925-29, just prior to the world economic crisis. From a 
study of the data contained in the present survey and 

_another report,* there can be no doubt that fluctuations in 
the terms of trade play a very important role in deter- 
mining the Latin-American coefficient of investment. Any 
sharp deterioration below the 1952 terms of trade could 
involve a diminished volume of investment and thereby 
a lower rate of growth. This would result from a tendency 
to use available foreign resources for imports of consumer 
goods, in order to avoid a decline in economic activity, 
and thus to lower the relative importance of capital goods 
in total imports. 


-2 The Latin-American figures (including Argentina), referred to 
in the previous footnote, are as follows: The capacity for external 
payments in 1952 amounted to 6,655 million dollars, that is, less 
than the 7,736 millions recorded in 1951 and the 7,110 millions for 
1948. The annual rate of expansion of total output was 4.3 per cent 
and that of the gross product 5.6 per cent between 1945 and 1952, 
and 3.2 per cent and 1.0 per cent respectively for 1952. 

8 Including Argentina, the effect of the terms of trade was the 
equivalent of 60 per cent in 1950 and 49 per cent in 1952. 

4 The Technique of Programming Economic Development, United 
Nations Economic Commission for Latin America (E/CN.12/292). 
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5. THE PURCHASING POWER OF MONETARY RESERVES 


Although monetary reserves must be adequate to meet 
the first reserves, they could not logically be relied upon 
in the event of persistent disequilibrium. Moreover, it 
is necessary to guard against a possible illusion created 
by inflated values. By the end of 1952, total monetary 
reserves in Latin America, including gold, dollars and 
other foreign exchange fluctuated around approximately 
3,800 million dollars at current prices. Although con- 
siderably lower than the maximum of 4,500 million dol- 
lars recorded in December 1946, this figure is still well 
above the level for the three-year period 1937-39, which 
preceded the Second World War, when monetary reserves 
were less than 1,000 million dollars. Such reserves are 
used principally to cover imports, the value and vol- 
ume of which are higher today than at that time. If a 
comparison is drawn between these relative figures, the 
results will differ appreciably from those obtained when 
considering only the absolute figures. Indeed, whereas 
in 1937-39 total monetary reserves in Latin America 
represented 68 per cent of the value of imports, by the 
end of 1952 this proportion had declined to 64 per cent, 
the average for the period 1946-52 being 82 per cent. It 
should be recalled that countries such as Argentina and 
Brazil, in addition to using their monetary reserves to re- 
lieve the pressure on the balance of payments, also 
obtained substantial external short-term credits which, if 
they were included in these calculations, would substan- 
tially modify the 1952 ratio. 

Not only is the present level comparable with that of 
the pre-war period as regards the real purchasing power 
of monetary reserves, but similarly, a substantial propor- 
tion of trade is transacted in inconvertible or compensa- 
tion currency, thus reducing the efficiency of total reserves, 
since they are not freely convertible. 


6. THE ROLE OF FOREIGN INVESTMENT 

The co-operation of foreign capital will be essential for 
an accelerated rate of Latin-American growth without a 
reduction in present consumption levels. This will be true 
even if the 1952 terms of trade persist into the future, and 
of course even more so if there should be a further deteri- 
oration. More capital is required than before to yield a 
given increment to the gross product, since the output- 
capital ratio is now lower, for a variety of reasons. This 
is discussed in another report “—in a chapter concerning 
the rate of Latin-American growth—which complements 
the analysis of the present document. For the present, it is 
sufficient to indicate that the net amount of foreign capital 
invested between 1945 and 1952 in Latin America repre- 
sented only 3 per cent of aggregate investment in this 
region. Another indication of the small volume of foreign 
investment was that, during the same period, the net new 
capital investment was less than total remittances of 
profits and interest on existing investment; in fact, it was 
equivalent to only 24 per cent of such transfers. 


7. THE DELAY IN BASIC INVESTMENT 
There is one sector in which an eventual decline of the 
investment coefficient in Latin America could be extremely 
serious, if it is not at least offset by foreign investment. 


5 The figures shown in part II (chapter II) comprise gold and 
dollar reserves only, but the dollar figures include private holdings 
in the United States. 

® The Technique of Programming Economic Development, United 
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This involves investments in certain basic service indus- 
tries and in agriculture. Generally speaking, little capital 
has been applied to these sectors. Despite the substantial 
investment growth in the post-war period, enabling these 
coefficients to be attained, it is well known that transport 
equipment has not been replaced, nor has it even increased 
commensurately with economic development. Electric 
power deficiencies are equally, if not more, serious. In 
several leading Latin-American countries, electricity con- 
sumption has had to be rationed, since investments have 
either been delayed or were not planned on a sufficiently 
large scale to keep pace with anticipated increases in 
power consumption. In some countries, national electrifi- 
cation programmes have been formulated, the majority 
of which make provision for private enterprise. Else- 
where, no such plans were made, projects are isolated or 
the necessary studies are only now being completed. Since 
the generating of electric power in many countries de- 
pends upon foreign supplies of fuel, which constitute a 
heavy burden on the balance of payments, the problem 
of energy also includes the question of liquid fuels. Latin 
America is a net exporter of petroleum and total output 
has been expanding. Nonetheless, certain countries are 
heavy net importers and must now invest much larger 
sums than previously in developing their petroleum re- 
sources, in order to avoid using substantial amounts of 
their available foreign exchange for fuel imports. 


8. THE RECIPROCAL COMPATIBILITY OF AGRICULTURE 
AND MANUFACTURING 


Agriculture is another critical sector of the Latin- 
American economy. Its growth has been slow, as com- 
pared with manufacturing, creating difficulties both for 
exports, as indicated above, and for domestic consump- 
tion. It should be recalled that there are two main ways 
by which manufacturing can exert an adverse pressure 
upon agriculture. Firstly, labour is withdrawn from agri- 
culture, although the necessary resources to compensate 
for the loss, by introducing mechanization, are not pro- 
vided, either because the required capital is applied else- 
where, or because preliminary research and technical 
improvements are not carried out; alternatively both 
factors occur together. This is the most frequent form 
encountered. In the second way incentives are offered to 
agriculture and production is increased, but even so, the 
per capita product does not rise sufficiently to absorb the 
increment and simultaneously avoid adverse repercussions 
upon the-price level. Manufacturing plays precisely this 
dynamic role and were it not to develop, agriculture in 
turn might not expand, except in a few countries where 
the growth in the per capita product can still be acceler- 
ated by means of agricultural exports. Moreover, it must 
be recalled that the income-elasticity of the demand for 
foodstuffs, as the gross product rises, is much lower than 
that of finished goods and, therefore, manufacturing de- 
velopment must be correspondingly greater. 

Consequently, despite past instances of a general dis- 
regard for agriculture and the deliberate encouragement 
to manufacturing—an attitude which is being appreciably 
changed by the trend of events—there can be no justifica- 
tion for a reversal of policy. If manufacturing activities 
failed to expand, this in turn would prevent satisfactory 
development of agriculture for domestic consumption. 
The problem, therefore, lies in achieving reciprocal com- 
patibility between these activities and in a wise distribu- 
tion of the scanty monetary reserves available. 


9. INFLATION AND INVESTMENT 


It is thus necessary to make extraordinary investments, 
in addition to those required by the current level of eco- 
nomic activity in Latin America. Even if the prevailing 
terms of trade were to persist, it would be very difficult to 
effect such investments with domestic resources, at least to 
an extent that would prevent the 1945-1952 rate of growth 
in the gross product from being weakened. Not only 
would present consumption have to be reduced to increase 
savings, which is not at all easy, but this increment in 
savings would have to be used to raise the import level 
of capital goods. The tensions in the balance of pay- 
ments, referred to early in this introduction, appear to 
indicate that this possibility could not be carried out to 
any significant degree, except in a few countries. Under 
the circumstances, positive effects should not be expected 
from inflation either. Undoubtedly, by modifying internal 
distribution of the gross product, inflation could increase 
savings, although it would do so at a rising social cost. 
However, for these savings to be transformed into imports 
of capital goods, there would have to be an idle margin 
to the capacity for external payments. Broadly speaking, 
it would appear that this margin had been exhausted in 
Latin America and, in fact, its limits have been exceeded 
in some cases. It thus follows that if inflation did provide 
any incentive for investment when an idle margin to the 
capacity for external payments existed, there could be no 
such incentive in the future. 

This statement has current significance. The rate of 
inflation, although it has declined in some countries dur- 
ing 1952, still persists for Latin America as a whole. 
Hence, little investment stimulus can be expected from it 
beyond the growing economic and social difficulties in- 
herent in the inflationary process. Paradoxically, these 
are the principal obstacles which hamper the elimination 
of the process, while their removal, by means of purely 
domestic resources, appears difficult. 


10. THE SCOPE OF THE PRESENT SURVEY 


The objective of the present survey is an analysis of 
recent events in the Latin-American economy. Nonethe- 
less, it was deemed advisable to include in part one an 
over-all picture of the general situation, as indicated in the 
preface, extending the analysis over a period longer than 
the recent past alone. It was necessary to go back some 
years in order to obtain a better perspective for the inter- 
pretation of events and to analyse their implications in 
the light of tendencies over a broader period than the 
present era. 

A wide study, prepared in this way, involved the use 
of other research techniques and a presentation differing 
from that adopted in the rest of the survey, which refers 
to more recent events. There is, therefore, a well-defined 
distinction, in the way of stating the problem, between 
part one and the remaining chapters, as the reader will 
realize at once. 

In part II of the survey, recent trends in the world 
economy are examined (1950-52), together with their 
effect upon the Latin-American situation through its 
foreign trade, the supply of imports and price fluctuations 
on the world market. Part II also includes an analysis of 
the role of foreign investments. Part III consists of a 
detailed study of the evolution and problems of agricul- 
ture, manufacturing, mining, electric power and fuels, for 
the majority of the Latin-American countries. 


Part I 


THE GROSS PRODUCT, 
INVESTMENTS AND CONSUMPTION IN LATIN AMERICA 


Chapter I 
ANALYSIS OF RECENT TRENDS, 1945-52 


1. THE EFFECTS OF THE TERMS OF TRADE 
ON THE GROSS PRODUCT 


The repercussions of a series of favourable factors 
which had raised Latin America’s gross product to more 
than 40,000 million dollars at 1950 prices + were still felt 
throughout the region in 1952, though with a declining 
intensity. One of the most important of these factors was 
the improvement in the terms of trade. Between 1945 and 
1952, this improvement involved the appreciable sum of 
21,000 million dollars, that is to say, about 8.3 per cent 
of the aggregate gross product of the area for the whole 
seven-year period. 

As may be seen in another report,” fluctuations in the 
terms of trade have generally exerted a marked effect on 
capital investment. The past seven years proved no excep- 
tion to this rule. The influence of other factors, discussed 


+For a complete explanation of the terminology, concepts and 
methods used in part I, see the general note at the end of chapter I. 

2 The Technique of Programming Economic Development (E/CN. 
12/292). 


below, was also felt and these combined to raise the rate 
of investment to 16.5 per cent of the gross product be- 
tween 1945-52, This rate of investment is unusually high 
for Latin America, although it is still inadequate to ac- 
celerate the rate of development to any marked degree.* 
In fact, this rate has for the first time surpassed the level 
of 13.2 per cent recorded in 1925-29, the period covering 
the years of prosperity preceding the world crisis and the 
ensuing depression. During the five-year period 1929-33, 
the serious deterioration in the terms of trade, together 
with other factors of recession, sharply reduced Latin 
America’s gross product, producing consequences which 
could only be corrected after a period of several years. 
The most important of these consequences was the decline 
in the rate of investment to 10.3 per cent of the gross 
product during the period of intense depression. 

These facts have not been invoked merely to provide 
historical data. Unless this background is sketched in, 


8 This aspect is specifically reviewed in the report, The Tech- 
nique of Programming Economic Development, op. cit. 


Table 1. Population, gross product, output, capital and productivity in Latin America, 1945-52 
(Dollars at 1950 prices) 
Effect of the terms of Output 
trade since 1945 
Veurs Gross — 2 ; 
product Output Copal Output-capital Output per 
Ree Paria D sei ( Ls th Coolie) wi ne ratio ( bial 
mi 0) ws 0 rs TOSS produ 0, ollars, 0) 0 TS, 
‘oer (2) @ ile @ 6) 6) (2) @) 
A. Including Argentina 
OAD arte ke aici s 138.1 27,390 = - 27,390 61,435 0.44 557 
1946... Me. 140.9 30,855 1,879 6.1 28,976 63,305 0.46 575 
OA ia. oe. aie 143.9 33,599 2,637 138 30, 962 66,807 0.46 600 
LOAS) tester crates 147.9 34,601 2,755 8.0 31,846 70,696 0.45 602 
OA a eins orete. ors 1g a 35,662 2,406 ers 33, 256 75,329 0.44 614 
OS Oars era natn 155.3 38,320 4,109 LOR 34,211 79,970 0.43 615 
OS ates saan 158.5 39,653 3,958 10.0 35,695 85,107 0.42 628 
IIS EV ASS ete he 162.2 40,059 Baek 8.1 36,824 89,995 0.41 635 
B. Excluding Argentina 
OA DBs e-sttiee cc's ave IPRA AFE 20,887 - - 20,887 44,594 0.47 483 
GAG eae Sh cies |e 125.3 22,953 1,020 4.4 21,932 45 ,813 0.48 495 
LOA sax, 5 eh ba. 128.0 24,568 1,651 6.7 22,917 48 , 299 0.47 505 
OAS Sey seh ters 131.6 25,395 1,849 (a6) 23 ,546 50,728 0.46 505 
MORO itd. dates 134.5 27,219 1,993 hoes 25 , 226 54,091 0.47 529 
OBO ee Rey ee ea aes 138.1 29,782 3.759 12.6 26,023 57,510 0.45 532 
[MOG eb ea ae 140.9 31,178 3,942 12.6 27,236 61,536 0.44 546 
iM Soe ek oe i 144.2 32,347 3.299 10.2 29,049 65,820 0.44 571 


Sources and methods 


Cols. (1), (2), (3), (5), (6): 
Col. (3): 


( 
Col. (4): Col. (3) as a percentage of col. (2). 
Col. (5): Col. (2) minus col. (3). 
Col. (7): Col. (5) divided by col. (6). 
Col. (8): 


7 


See general note at the end of chapter I on sources, methods, and concepts. _ 
Based on an index of the terms of trade calculated by the Economic Commission for Latin America. 


Col. (5) divided by the estimated active population of Latin America. 
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Plate 1 
POPULATION, GROSS PRODUCT AND OUTPUT IN LATIN AMERICA, 1945-52 


Including Argentina Excluding Argentina 


Gross product, output and the effects of the terms of trade 
Thousands of million dollars at 1950 prices 
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Plate 2 
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INVESTMENT, CAPITAL STOCK AND PRODUCTIVITY IN LATIN AMERICA, 1945-5 


Including Argentina 


Excluding Argentina 


(Semi-logarithmic scale) 
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it would be difficult to explain the satisfactory trend of 
investment in the past seven years. Not until these latter 
years did the terms of trade approach, and finally surpass, 
their pre-depression levels. The years 1950 and 1951 
were the most favourable from this standpoint, with the 
terms of trade attaining a record level of 33 per cent 
above the 1925-29 average. This trend, however, reversed 
in 1952, when the terms of trade fell slightly to 31 per 
cent above their pre-crisis level. 

There is sufficient reason to believe that most Latin- 
American countries—especially those which have diversi- 
fied their production during the past quarter century by 
establishing manufacturing industries and new branches 
of agriculture—have simultaneously diminished their vul- 
nerability to international fluctuations. Their domestic 
economy is generally more stable. The events described 
above, however, and others to be discussed below, indicate 
that external factors continue to exercise a considerable 
influence on investment in Latin America and, through 
the latter, on the region’s rate of economic development. 


2. RATE OF GROWTH OF THE GROSS PRODUCT 
AND OF OUTPUT 

The rate of growth of the gross product and of output 
during the recent past may now be studied. From plates 1 
and 2 (tables 1 and 2), it may be seen that the terms of 
trade affected the gross product in two ways; directly, by 
increasing that product at an annual rate of 8.3 per cent 
between 1945 and 1952, and indirectly, by contributing 
to a higher rate of investment. 


The direct effects of the terms of trade reached their 
maximum intensity in 1950, when they represented 10.7 
per cent of the gross product of Latin America. A down- 
ward tendency then set in, and in 1952 the favourable 
effect of the terms of trade accounted for 8.1 per cent of 
the gross product. Even if the terms of trade maintained 
their 1952 position during the next few years, their rela- 
tive importance would continue to diminish if exports 
grew more slowly than the gross product, as has generally 
been the case in Latin-American development. Judged by 
past experience, this tendency would probably prove detri- 
mental to the investment rate, unless deliberate measures 
were taken to maintain or raise its level and to accelerate 
development. 

Returning again to the main theme, it is evident that 
the influence of the improvement in the terms of trade on 
the rate of development can best be portrayed by com- 
paring the trend of the gross product with that of output. 
The difference between both concepts lies precisely in the 
effect of the terms of trade, as shown in the two upper 
charts of plate 1 and in table 1. Whereas, between 1945 
and 1952, output expanded at an annual rate of 4.3 per 
cent in Latin America, the gross product increased at an 
annual rate of 5.6 per cent. These estimates, however, 
are affected, during the past few years by the decline of 
Argentine output, following the remarkable impetus ex- 
perienced earlier. This country contributes a considerable 
share of the gross product of Latin America (22.3 per 
cent in 1950), so that fluctuations in Argentina’s gross 
product exert a considerable influence upon the region 


Table 2. Movements of external payments which tend to increase or decrease available goods and 
services in Latin America, 1945-52 
(Millions of dollars at 1950 prices) 
A. FACTORS WHICH TEND TO INCREASE AVAILABLE GOODS AND SERVICES 
Inflow of foreign capital Decrease Official 
in official short- 
Years Direct, Other private Short- Special official monetary term Total 
long-term long-term term financing Total reserves credit 
() 2) (3) 4 (5) (6) (7) (8) 
94S Syne eneae 261° ; 72 333 = 333 
WOAG sic ys3 soir ahs 254 = = 102 356 = = 356 
GAIT Reristete tie 476 = 96 130 702 663 71 1,436 
OAS er ecsstayshetsiecs 479 a = 70 549 560 38 1,147 
TOAD. siesectecars ian ae 513 = - 151 664 39 = 703 
1950; ciisueeee 115 = 52 101 268 = i 268 
TOS Dsante cts! « 262 129 67 230 688 133 101 922 
W952 (ce oiesota tere ot 227 Al 164 432 364, 509 1,305 
B. FACTORS WHICH TEND TO DECREASE AVAILABLE GOODS AND SERVICES 
Outflow of foreign capital Remit- Increase Decrease 
tance in m 
Repurchase Amorti- Other of official official 
Years of foreign- zation of long- Short-term profits mone- short- Total 
owned ofici term capital Total and tary term 
capital ns capital interest reserves credits 
(9) (10) (11) (12) (13) (14) (15) (16) (7) 
a Se os. b aids eee steme 3 78 f! er 81 543 860 ax 1,484 
LOAG Tre scx o's praise sae e 276 85 17 214 592 697 34 81 1,404 
BOAT Sess 6) ais ta aie ase 164 155 20 = 339 770 = = 1,109 
UOAR ERIE Sire cn ol sind 5 683 137 24 9 853 841 = = 1,694 
LOAD Rierevacataie da diel tea 50 87 iD) 89 23] 610 = 97 938 
BOD Eaere aides ca coon 16 165 29 = 210 755 346 50 1,361 
ME seer oeis oe ‘seis ie lacs 27 115 - - 142 875 _ = 1,017 
LSS TS ea oe Boe ree en 106 44 150 682 = = 832 
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C. NET RESULT 


The capital account of the 


Errors and omissions 


Factors Factors in the total geographic balance of 
naa Anis, seein (aes siara ‘gphersnts sesh i) 
payments or exports (—) 
(18) (19) (20) (21) 

WO AD mare Oe er nstoiay cis = tepid.» fb utahs ior dis. are ave 333 1,484 —280 —1,431 
OAD seem oete opiehe exitie soir eialete s'gle evel 356 1,404 —296 —1,344 
OLD 8 OS 1,436 1,109 —285 42 
lt a ke Ea eae 1,147 1,694 —180 —727 
LO) lag phates Dig eioo dt SER ORI ec CO EAD. 703 938 —84 —319 
MOB apis siesta eceirus:e oa: 61 r/sjaceye"a\ale GIGS 268 1,361 —164 =1,257 
NODA SIN cence ccs seme shies Oalietes 922 1,017 —69 —164 
MOS DMI ae Ne sais. k's callie toe sohates 1,305 832 —272 201 


Sources and methods 

See general note at the end of chpater I on the balance of payments. 

1945: Estimated by the Economic Commission for Latin America on the basis of the following sources: Economic 
Survey of Latin America, 1948, United Nations Economic Commission for Latin America; International Financial Statistics, 
International Monetary Fund; publications of the United States Department of Commerce. 

1946-50: Balance of Payments Yearbook, International Monetary Fund; official publications of Latin-American countries 


and the United States. 


1951: Selected publications of the International Monetary Fund, and unpublished official data. 
1952: International Financial Statistics, International Bapeaty Fund; unpublished official data. 


For definitions and coverage of the column headings, see 


Fund, volumes 3 and 4. 


‘alance of Payments Yearbook, International Monetary 


1945, col. (4): Estimated from data available for Argentina, Brazil, Chile, Colombia, Mexico and Peru. 
1945-52, cols. (6) (15): Comprises changes in compensatory official holdings of monetary gold, short-term assets, 


and use of International Monetary Fund resources. 


1945-52, cols. (7) (16): Represents compensatory official loans received or extended, United States Stabilization 


Fund loans, and other increases in short-term liabilities. 
1945-52, col. (10): Includes amortization. 


1945, col. (14): Estimated primarily on the basis of remittances to the United States, as tabulated in International 
Transactions of the United States during the War Years, United States Department of Commerce. 

1945, col. (15): Estimated from data published in International Financial Statistics, excluding Mexico for which data 
was obtained from The Economic Development of Mexico and its Capacity to Absorb Foreign Capital, the Joint Commission 
of the Government of Mexico and the It actianal Bank for Reconstruction and Development. 

1952, cols. (1) (2): Includes outflow of ‘‘other long-term capital’’ not available separately. 

1952, cols. (6) (7): The sum of these columns could not be distributed precisely, since available information did 
not permit an exact allocation between the two separate headings. 


as a whole. It was thus felt that in making the analysis 
contained in this chapter it would also be advisable to 
consider the region exluding Argentina, in order to elim- 
inate its individual effects. When this is done the rate 
of growth in Latin America is seen to increase to an 
annual rate of 4.8 per cent for output and 6.4 per cent 
for the gross product, between 1945 and 1952. 

The rate of growth in the gross product between these 
years is relatively high in contrast to earlier experience 
in Latin America. This has even greater significance 
when it is considered that previous development in this 
part of the world already compared favourably with that 
of other regions. This recent intensification in the expan- 
sion of the gross product, however, is due exclusively to 
the favourable trend of the terms of trade. In fact, output 
has continued to develop at the same high rate observed 
since the mid-thirties, when the worst difficulties of the 
crisis had been overcome. The annual rate of growth of 
4.8 per cent between 1945 and 1952 is equal to the per- 
centage registered during the period 1935-45, when Argen- 
tina is excluded. If that country is included, the effects 
of declining output during recent years are readily seen 
in the growth rate of 4.3 per cent between 1945 and 1952. 

This disparity between the experience of Argentina and 
the other countries of Latin America may be clearly seen 
in the lower charts of plate 1. If the trend line for the 
period 1934-51 is plotted, it will be observed that both 
the real gross product and the output of Latin America 


4 See general note at the end of chapter I. 


in 1952 are below the trend line, although after 1946 the 
gross product had risen well above the trend line. If 
Argentina is excluded the level of the gross product, in 
1952, surpasses the trend line appreciably, as a conse- 
quence of more favourable terms of trade. In addition, 
the level of output in 1952 is also above the trend line. 


3. FACTORS DETERMINING THE FLUCTUATIONS IN OUTPUT 


The rate of expansion in output was compared with 
that of the gross product, but the factors influencing these 
rates have not yet been studied. These factors are (1) the 
accumulation of capital, and (2) the output-capital ratio. 
The influence of these factors during the past few years 
will next be examined, in order to explain the position in 
1952. Reference should be made to plate 2 (table 1). 

Given the relatively high investment rates indicated 
above, the rate of capital accumulation was remarkably 
intense between 1945 and 1952. The annual rate of expan- 
sion in the total stock of capital between those years was 
5.6 per cent, in comparison with 3.1 per cent for the 
period 1940-45. One-third of the total capital stock exist- 
ing in 1952 had been accumulated since 1945. The capital 
stock per worker in Latin America now averages 1,552 
million dollars, in comparison with 1,249 million dollars 
in 1945, representing an increase of 24.2 per cent. 

Output, however, has grown proportionately less than 
the stock of capital, as may be seen from the lower part of 
plate 2. Reference will first be made to the figures exclud- 
ing Argentina, for reasons outlined above. Whereas, dur- 


te 


ing the seven years under review, the annual rate of 
capital expansion reached the unusual figure of 5.7 per 
cent, output increased at an annual rate of only 4.8 per 
cent. The difference may be explained by the fall in 
the output-capital ratio. Since the acceleration of capital 
accumulation was accompanied by a reduction in the 
output-capital ratio, the resulting output curve rose rela- 
tively less sharply. 

There is nothing unusual in this disparity of tendencies. 
In order to determine the reason for the declining output- 
capital ratio, it would be necessary to obtain more detailed 
statistical data than is at present available. Broadly 
speaking, however, it would appear to result from the 
opposing tendencies observed since 1945. Difficulties in 
making new investments during the war led to intensive 
utilization of capital stock. While this resulted in an 
improvement of the output-capital ratio, it was only at 
the cost of considerable damage to equipment. Then came 
a period of intensive capital accumulation, lowering that 
ratio. It is evident that investments are not made solely 
with a view to obtaining an immediate increase in output; 
they are also aimed at future expansions, particularly in 
the case of basic investments which cannot be raised 
gradually but only by large amounts. Thus a margin of 
idle capacity is deliberately created, which will be em- 
ployed by slow degrees in the future. This appears to be 
the phenomenon observed in recent years, though it does 
not exclude the possible influence of investment in which 
the output-capital ratio is relatively low, since economic 
considerations were not borne in mind when such invest- 
ments were made. In any event, the decline of this ratio 
nullified the effects of the accelerated rate of capital 
accumulation, and explains why the 1935-45 rate of expan- 
sion in output persisted between 1945 and 1952. Thus, in 
view of the foregoing, should capital accumulation reveal 
a strong downward tendency, it would not be surprising 
if, in subsequent years, the expansion of output were to 
remain unaffected, or even be increased, as the result of 
an improvement in the output-capital ratio. The reverse 
of the phenomenon observed in recent years would occur; 
in other words, the position would resemble that prevailing 
during the period 1939-45, when capital rose by only 3 
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per cent annually while the average increase in output 
was 4.5 per cent. 

If Argentina is included, between 1945 and 1952, capital 
accumulation rose by 5.6 per cent annually, whereas out- 
put increased at an annual rate of 4.3 per cent. 

Although the output-capital ratio tended to decline in 
the period 1945-52, the output per worker rose continu- 
ously. This may be seen from the lower part of the plates 
mentioned above. During the seven years under review, — 
output per worker increased 18.2 per cent, or at an annual 
rate of 2.4 per cent. This rate is lower than the annual 
rate of improvement in capital stock per worker, which was 
3.3 per cent. This difference is explained, of course, by 
the decline in the output-capital ratio. When Argentina is 
included, the output per worker rises at an average annual 
rate of 1.9 per cent while the capital stock per worker in- 
creases at a rate of 3.2 per cent annually. 


4. THE GROSS PRODUCT, AVAILABLE GOODS AND SERVICES 


AND THEIR DISTRIBUTION IN CONSUMPTION AND INVESTMENTS ~ 


In the preceding comments, two concepts have been 
used: (1) the output of goods and services, which depends 
on the accumulation of capital and the output-capital ratio, 
and (2) the gross product, reflecting the influence of the 
terms of trade in addition to fluctuations of output. The 
cross product, however, does not represent the total volume 
of available goods and services, for consumption and in- 
vestment. In fact, a part of the gross product is trans- 
ferred abroad as remittances of profits and interest accru- 
ing from foreign-capital investment, signifying a decrease 
in the volume of available goods and services within the 
country. The same results follow from the repurchase of 
foreign-owned capital by Latin-American countries, from 
the accumulation of gold and foreign exchange abroad 
and from the payment of short-term credits previously 
contracted. In these cases, the volume of available goods 
and services becomes smaller than the gross product. Con- 
versely, an inflow of foreign capital, a decrease in gold and 
foreign-exchange reserves and the use of short-term loans, 
all contribute to a larger volume of available goods and 
services. The sum of those factors which tend to decrease 
the volume of such goods and services, and of other factors 


Table 3. Exports and imports of goods and services in Latin America, 1945-52 
(Millions of dollars at 1950 prices) 
Imports Exports 
oars Goods “pane sees Total Goods seo 285 Total se leer SS 

insurance (net) tures insurance (-) 

(1) (2) (3) (4) (5) (6) (7) (8) (9) 
1945. 2,410 385 13 2,782 4,063 20 130 4,213 — 1,43] 
1946..... 3,389 547 28 3,964 5,116 34 158 5,308 —1,344 
LOAT oh) 5,452 774 78 6,304 5,911 29 322 6, 262 42 
1948..... 4,981 786 67 5,834 6,158 73 330 6,561 —727 
1949, 4,565 641 139 5,345 5,247 106 311 5,664 —319 
O50. 2. 4,495 630 168 5,293 6,160 100 290 6,550 —1,257 
GS cei 5,885 828 171 6,884 6,677 106 265 7,048 —164 
1952 5,483 766 175 6,424 6,002 101 120 6,223 201 


Sources and methods 
See general note at the end of chapter I on the balance of payments. 


For general sources, see notes to table 2. 


Import and export data exclude intra-Latin-American trade. 
1945-52, cols. (2) (7): Gross payments and receipts. 


1945-52, col. (3): Includes private donations. 


Imports and exports are reported on an f.o.b. basis. 


1945-52, col. (5): Includes net movements of non-monetary gold. 
1945, cols. (2) (7): Estimated as 16 per cent of imports for debit entry, and 2 per cent of total trade for credit entry. 
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Plate 3 


AVAILABLE GOODS AND SERVICES, CONSUMPTION AND INVESTMENT 
IN LATIN AMERICA, 1945-52 


Gross product, available goods and services, and excess of imports or exports 
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Table 4. The gross product and available goods and services, for consumption 
and investment, in Latin America, 1945-52 


(Millions of dollars at 1950 prices) 


Including Argentina Excluding Argentina 
PEA Excess of Available Excess of Available 
Gross product imports or goods and Gross product imports or goods and 
exports (—) services exports (—) services 
20) (2) (3) (4) (5) (6) 
LOADS Fi race op 27,390 —1,431 25,959 20,887 —796 20,091 
1946 5:0 >to 30,855 —1,344 29,511 22,953 677 22,276 
1047. Ae 33,599 42 33,641 24,568 105 24,673 
L94G Fra: emt ee 34,601 —T27 33,874 25,395 —806 24,589 
LOAD tim avian 35,662 —319 35,343 27,219 —446 26,773 
NO50 Sct he: 38, 320 —1,257 37, 063 29,782 —1,368 28, 414 
LOD shes. nelare 39,653 —164 39,489 31,178 —402 30,776 
L9BZ AAS Osi. 3 40,059 201 40 , 260 32,347 —53 32,294 
Sources and methods 


Cols, (1) (4): Table 1, col. (2). 

Col. (2): Table 3, col. (8). 

Col. (3): Col. (1) plus col. (2). 

Col. (5): Table 3, col. (8), less table 23, col. (9) expressed in dollars of 1950 in accordance with 
criteria expressed in the general note at the end of chapter I. 


Col. (6): Col. (4) plus col. (5). 


Table 5. Available goods and services, consumption and investment, in Latin America, 1945-52 
(Dollars at 1950 prices) 


Ratio to the total Per capita 
Con- Tnvest- goodsand = Consump- Tnvest- 
Years Con- Invest- sumption ment services, tion ment 
Total sumption ment total 
(millions of dollars) (percentage) (dollars) 
() (2) (3) (4) (5) (6) (7) (8) 
A. Including Argentina 
LOGS 5 shale reel vi atte 25 , 959 22,709 3,250 87.5 12.5 188 164 24 
LOAO nk dere a sora termine 29,511 25,221 4,290 85.5 14.5 209 179 30 
UN LOS Fock By rt 28,505 5,136 84.7 15.3 234 198 36 
LOSS ites cet dethainn viata 33 , 874 27,748 6,126 81.9 18.1 229 188 Al 
LOD? Ey ret OOagie Fateleto ie 35,343 29 ,065 6,278 82.2 17.8 234 192 42 
UL UR ears Panis 37,063 30,809 6,254 83.1 16.9 239 198 40 
Tere hs. 39, 489 32,623 6, 866 82.6 17.4 249 206 43 
1 iy BE ie 40,260 33,573 6,687 83.4 16.6 248 207 AL 
B. Excluding Argentina 

DAS ir aletelasve's Maa dlsiotv le me 20,091 17,825 2,266 88.7 11.3 164 145 18 
DOA ecctiee cas Me vit ware 22,276 19,018 3,258 85.4 14.6 178 152 26 
PA atin ots Acta 24,673 20,918 3,799 84.8 15.2 193 163 29 
LSE ag spe sian aioe ie 24,589 20,336 4,253 82.7 Lie3 187 154 32 
PAY vaya aye #8 etaie wate 26,773 22,225 4,548 83.0 17.0 199 165 34 
DO ireaxisi ave sid bite. sina 28,414 23 , 874 4,540 84.0 16.0 206 173 33 
MSOs eh bewias Den aerg 30,776 25,497 5,279 82.8 17.2 218 181 37 
Poke ce einiatiad ire 32,294 26,797 5,497 83.0 17.0 224 186 38 


Sources and methods 

Col. 6 Table 4, cols. (3) (6). 

Col. (2): Col. (1) less col. (3). See general note at the end of chapter I. 

Col. (3): For Latin America as a hala see general note at the end of chapter I and table 19. For Latin America 
excluding Argentina, investment in Argentina, table 25, col. (3), expressed in dollars of 1950, was subtracted from the 
estimate of investment in Latin America as a whole. 

Col. (4): Col. ( as a percentage of col. (1). 

Col. (5): Col. (3) as Parga e of col. (1). 

Col. (6): Col. te divided by table 1, col. ty. 

Col. (7): Col. (2) divided by table 1, col. (1). 

Col. (8): Col. (3) divided by table 1, col. (1). 
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Table 6. Annual rates of change in available goods and services in Latin America, 


1945-52 
(Percentages) 
Including Argentina Excluding Argentina 

Years Available goods Consump- Invest- Available goods Consump- Invest- 

and services tion ment and services tion ment 

OA U2 ara paeatats sige 6.5 Dat 9 7.0 6.0 13.5 
LSS Tesi iy Peas eee air 6.5 5.9 8 8.3 6.8 16.3 
SPATE ed Ae eee 2.0 2.9 6 4.9 5.1 4.1 


Sources and methods 


Based on table 5. 


1945-52: Cumulative percentage rate of change. 


which tend to increase it, is equivalent to the difference 
setween the gross product and available goods and serv- 
ces, for consumption and investment, within the country. 
Table 2 shows these main factors in detail, and comprises 
che capital account of the geographic balance of payments. 

Remittances of profits and interest might rise, not only 
‘rom an increase in foreign investments, but also because 
of higher rates of return. The inflow of foreign capital 
as by no means been small, but it has never exceeded the 
transfer of profits and interest. In 1945-52, remittances 
amounted to 5,773 million dollars, whereas the inflow of 
capital was 3,992 million dollars. Furthermore, repur- 
chases of foreign-owned capital and other capital outflows 
totalled 2,598 million dollars and, therefore, the net inflow 
was only 1,394 million dollars. As a result, remittances 
of profits and interest exceeded new net foreign invest- 
ment by 4,379 million dollars. In order to cover this 
deficit, Latin America as a whole has in general been com- 
ae to export more than it imports, as may be seen from 
table 3. 

The effects of these factors are shown in the upper por- 
‘ion of plate 3 (table 4). It should be noted that available 
zoods and services are generally smaller than the gross 
product, due to the chronic excess of exports which reduces 
otal goods and services available for domestic consump- 
‘ion. Exceptions occurred on only two occasions, one 
being the year 1952. In this instance, the excess of imports 
resulted principally from Argentina’s intensive use of 
monetary reserves and foreign credits to counteract the 
sonsequences of abnormally low exports. Brazil also con- 
tributed to the import surplus, although on a smaller scale. 

The lower part of plate 3 (table 5) shows the distribu- 
ion of available goods and services between consumption 
ind investment. As may be seen, consumption is much 
nore stable than investment, judging from the respective 
surves. Whereas the former rises almost uniformly, with 
elatively slight fluctuations in its rates of expansion, 
nvestment varies much more sharply. Furthermore, fluc- 
uations in consumption would probably be even less if 
nventory adjustments, from one year to another, could be 
sliminated. These were necessarily included in consump- 
ion figures, however, owing to inadequate statistical 
nformation. 

The pertinent figures (shown in table 6) may now be 
xamined. Between 1945 and 1952, consumption expanded 
it the annual rate of 5.7 per cent. This increases slightly 
o 6 per cent if Argentina is excluded. Investment rose 
‘onsiderably more, the annual rate of expansion being 
10.9 per cent between 1945 and 1952, reaching 13.5 per 
‘ent, if Argentina is excluded. These figures were af- 


fected in 1952 by unfavourable external factors. The 
resulting contraction, however, was too slight to prevent 
investment from maintaining its previous high levels. 


5. GROWTH OF THE GROSS PRODUCT AND PER CAPITA 
CONSUMPTION 


The analysis thus far has been based upon a separate 
examination of each main aspect of the problem. It would 
now be appropriate to summarize briefly the impact of 
those factors which affect per capita consumption levels, 
since expansion of the latter is the basic objective of eco- 
nomic development. Accordingly, table 7 shows the annual 
per capita rates of growth for the period 1945-52, which 
were previously given in aggregate figures. 

A very important fact may be observed in this table. 
Whereas per capita output expanded by 2.4 per cent annu- 
ally, available goods and services rose at the much more 
rapid rate of 4.6 per cent. This is, in fact, exceptionally 
high even in comparison with other parts of the world. 

How could this expansion in consumption take place 
despite the limitations of output? It may seem that only 
a little less than two-thirds of the increase was provided 
by output. The remainder resulted from improved terms 
of trade and a reduction in the excess of exports which 
Latin America generally requires to cover its remittances 
abroad, when other geographic balance of payments items 
cannot offset the pressure of such remittances. 

As indicated, the effect of the terms of trade is given by 
the difference between output and the gross product. The 
former, as has been shown, increased at an annual per 
capita rate of 2.4 per cent, whereas that of the gross prod- 
uct was 4 per cent. This, then, is the figure for the effect 
of the terms of trade. 

The second factor, namely, the lower surplus of exports, 
enabled the 4 per cent rate of expansion of the gross 


Table 7. Annual rates of per capita growth in Latin 
America, 1945-52 


(Percentages) 
Including Excluding 
Argentina Argentina 


arts) +s Ow s eee dsc op & 
Grosee- DrOdUuct alanis se ob keel 
Available goods and services. ..... 
MOMISERTPHOM a4 2 isin dite oa loie betes 
EAVesOnent 4. sas shines 298s ores ate:d 


Owe wrpy 
ofPoNOS 
rPweoren 
wCAdDCS 


— 


Sources and methods 
Cumulative percentage rate of change. Based on tables 1 and 4. 
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product to reach a level of 4.6 per cent per capita for 
available goods and services. 

Consequently, between 1945 and 1952, the influence of 
external factors was indeed remarkable. Had these not 
existed, it would have been impossible for consumption to 
expand at the rate of 3.6 per cent while output increased 
only 2.4 per cent, without proving detrimental to invest- 
ment. On the contrary, investment rose substantially, 
attaining an annual per capita rate of increase of 11.3 
per cent over this period. 

The inclusion of Argentina alters the magnitude of the 
per capita rates of growth but not the nature of the phe- 
nomenon described. In fact, the contrast between output 
and consumption is much sharper. Thus the annual growth 
rate for output was only 2 per cent between 1945 and 
1952, owing to the influence of adverse factors which 
affected the level of Argentine output. But consumption 
grew at 3.4 per cent or at a rate similar to the above figure 
excluding Argentina. Investments, however, expanded less 
intensively, their per capita rate of increase being 8.0 
per cent. 


The explanation also stems partly from the growth of 
available goods and serviees, which rose at a rate higher 
than that of output. This may be seen from the figures 
contained in table 7. 

This summary thus provides an adequate basis for study- 
ing the problems of Latin-American development during 
the coming years. The remarkable per capita rate of in- 
crease for available goods and services was largely due to 
factors which seem unlikely to persist in the immediate 
future. The terms of trade appear more likely to deteri- 
orate, and at present there is little prospect of their rising 
to the same degree as between 1945 and 1949. Even if the 
terms of trade stabilize at their present level, they will not 
induce new additions to the gross product and for this 
reason alone the rate of growth would logically tend to be 
weakened. As regards the export surplus, there appears 
little possibility—at least for the moment—that the same 
factors which caused a reduction in the export surplus 
between 1945 and 1952 will continue to persist. It should 
be recalled that these factors consist of the repurchase of 
foreign-owned capital and the intensive use both of mone- 
tary reserves and short-term capital credits. 


Table 8. Total capacity for external payments, capacity to import and imports 
in Latin America, 1945-52 


(Millions of dollars at 1950 prices) 


A. TOTAL CAPACITY 


Total Effect of Effect of the terms 
Inflow of capacity the terms of trade, as 
Years Exports foreign capital for external of trade percentage of 
payments since 1945 votal capacity 
(2) (2) (3) (4) (5) 
GAS he, occ couckteta coherence nea 4,213 333 4,546 - = 
TO46: Soacrset Spiro eesets 5,308 356 5,664 1,879 33.2 
OAT, BAe SO Se ees 6, 262 702 6,964 2,637 37.9 
1948 Hire ete ae haces 6,561 549 7,110 PA (5i5) 38.8 
1949 Shays hates Moot emt. 5,664 664 6,328 2,406 38.0 
LO5O sce) opemecen tte peaseeus 6,550 268 6,818 4,109 60.3 
LOST wiccaahtten seer epee ode 7,048 688 7,736 3,958 Dies 
LE SY SEA Mn Soe oO e 6,223 432 6,655 3,235 48 .6 
B. Capacity TO IMPORT 
Total Remittance Repurchase Capacity to import Imports 
Years Gn sols ib Osea Absolute Percentage of baie 
payments interest capital Sigures total capacity services 
(6) (7) 8) (9) (10) (11) 
1945 ince tee 4,546 543 3 4,000 88.0 2,782 
1946. 5,664 697 276 4,691 82.8 3,964 
LOG tee. Sera 6,964 770 164 6,030 86.6 6,304 
OAS. Sretets este LO 841 683 5,586 78.6 5, 834 
LOAD’: scious ene 6,328 610 50 5,668 89.6 5,345 
1950)cicm ewe 6,818 755 16 6,047 88.7 5,293 
LOSD. obereios Teele 875 27 6, 834 88.3 6,884 
1952. -heeeke ote 6,655 682 5,973 89.8 6,424 
Sources and methods 
Col. (1): Table 3, col. (8). 
Col. (2): Table 2, col. (5). 
Col. (3): Col. (1) plus col. (2). 
Col. (4): Table 1, col. (3). 
Col. (5): Gol. (4) as a percentage of col. (3). 
Col. (6): Col. (3). 
Col. (7): Table 2, col. (14). 
Col. (8): Table 2. col. (9). 
Col. (9): Col. (6) less cols. (7 + 8). 
Col. (10): Col. (9) as a percentage of col. (6). 
Col. (11): Table 3, col. (4). 
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Plate 4 


CAPACITY FOR EXTERNAL PAYMENTS AND CAPACITY TO IMPORT, 
AND THEIR INFLUENCE ON INVESTMENT AND IMPORTS 
IN LATIN AMERICA, 1945-52 


(Natural scale) 
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Therefore, the maintenance of the 1945-52 per capita 
rate of development during the next few years depends on 
Latin America’s ability both to intensify its own rate of 
investment and to obtain the required volume of supple- 
mentary foreign capital. It also depends on raising the 
output-capital ratio, firstly, by prudent funnelling of say- 
ings into higher productivity investments and secondly, by 
measures which result in a more efficient use of existing 
capital stock. 

There is no need to emphasize the primary importance 
of these factors. Although average per capita consump- 
tion throughout Latin America expanded at the rate indi- 
cated above, it nonetheless totalled only 207 dollars in 
1952, a very low figure in comparison with other regions 
of the world. If it is to be raised in the not too distant 
future, therefore, the rate of economic growth must be 
considerably accelerated. 


6. THE CAPACITY FOR EXTERNAL PAYMENTS 
AND INVESTMENTS 


The contrast between the relative stability in the expan- 
sion of consumption and the acute susceptibility of invest- 
ment has already been reviewed. This vulnerability is 
largely a consequence of the repercussions of external 
factors on the volume of available goods and services. 
Another report ° explains the manner in which investment 
is affected by the fluctuations of the gross product induced 
by these factors. In fact, they exercise a dual influence. 
Firstly, they cause investment to vary directly, raising 
or lowering the margin of savings; secondly, they create 
the necessary capacity to import not only capital goods 
required for investment, but also the additional raw ma- 
terials and fuels needed for the greater capacity resulting 
from such investment. 

This vital influence of external factors is reflected in 
the capacity for external payments. Plate 4 (tables 8 and 
9) shows both the fluctuations of the capacity for external 
payment and its influence on investment and imports. In 
considering the former, attention should be drawn to the 
sharp expansion of this capacity since 1945. In that year 
it amounted to only 4,546 million dollars and rose to 6,655 
millions in 1952, after reaching a peak in the preceding 
year. This upward movement was largely the result of 
a strengthening of the terms of trade. In these seven years, 
as noted earlier, the improvement amounted to a total of 
20,979 million dollars, far exceeding the increase in ex- 
ports of 14,120 million dollars. 

The influence exercised on investments by fluctuations 
in the capacity for external payments may now be ex- 
amined. For this purpose, both movements are presented 
as percentages of the gross product in the second top chart 
of plate 4. The relationship between both rates is evident. 
The sharp upward trend of the rate of investment, rising 
from 11.9 per cent in 1945 to 17.7 per cent in 1948, was 
preceded by an increase in the rate of the capacity for 
external payment, which moved from 16.6 per cent, in 
1945, to 20.7 per cent, in 1947. In 1948, the rate of the 
capacity for external payments dropped slightly. How- 
ever, the effects of this decline on the rate of investment 
were somewhat delayed and the latter did not decrease 
until 1949, reaching a minimum in 1950, one year after 
the weakening in the rate of the capacity for external 
payments. This delay is natural, since the fluctuations of 


5 The Technique of Programming Economic Development (E/CN. 
12/292). 


Table 9. The ratio of the capacity for external pay- 
ments and investment to the gross product in Latin 
America, 1945-52 . 

’ 


2 ipssase 

er Y Investment pacity f is Investment 

payment payment : 

rag Absolute figures (as a percentage of the 

(millions of dollars at 1950 prices) gross product) : 

(63) (2) (3) (4) 

1945 Sade 4,546 3,250 16.6 11.9 @ 
1946: si 20 seees 5,664 4,290 18.4 13.9 
OAT cere eee s 6,964 5,136 20.7 TSas) 
NOAS s.r. 2 0 ee oe 7,110 6,126 20.5 LT 
VOAQ 2: Gaia erciors 6,328 6,278 ivan 17.6 
1950 28..2 we ote 6,818 6,254 17.8 16.3 
LOS ease ee 7,736 6,866 19.5 1s 
1952's. bhsarter- ns 6,655 6,687 16.6 16.7 

Sources and methods 


Col. (1): Table 8, col. (3). 
Col. (2): Table 5, col. (3). 
Col. (3): Col. (1) as a percentage of table 1, col. (2). 
Col. (4): Col. (2) as a percentage of table 1, col. (2). 


the gross product, brought about by external factors, re- 
quire some time before affecting investment plans, in ad- 
dition to the time needed for carrying out investment 
programmes. This also explains why the 1950 and 1951 
improvements in the rate of the capacity for external pay- 
ments did not affect investment until 1951. In contrast, the 
decline in the rate of the capacity for external payments, 
in 1952, coincided with a corresponding downward trend 
of the rate of investment. Despite this recent contraction, 
the investment rate was 16.7 per cent of the gross product, 
and that of the capacity for external payments was 16.6 
per cent in 1952. These figures, however, are lower than 
the maxima reached previously. 

The above analysis clearly indicates the preponderant 
influence exercised on Latin-American investment as a 
whole by fluctuations of the capacity for external pay- 
ments. Attention has already been drawn to the im- 
portance of the fluctuations of the terms of trade in rela- 
tion to the trend of the capacity for external payments. 
It is therefore not surprising that the curve showing the 
effects of the terms of trade on the gross product (the end 
of plate 4) should follow the same direction as the rate 
of investment. Their correlation, however, is not as close 
as in the preceding case, since the fluctuations of exports, 
measured in constant prices, and to a lesser extent the 
inflow of capital, also influence the capacity for external 
payments and consequently investment. 

Nevertheless, the terms of trade appear to have con- 
tributed much more forcefully than exports (at constant 
prices) to the persistence of the relatively high investment 
rate. Thus, with respect to 1945, the favourable terms of 
trade provided an increment of 8 per cent to the 1952 
gross product. Exports, measured in constant prices, pro- 
vided an increment of only 0.1 per cent between the same 
years.° The figure of 8 per cent, which represents the 
effect of the terms of trade on the gross product, is re- 
sponsible for most of the 4.8 per cent increase in the in- 
vestment rate (relative to the gross product) experienced 
in the period indicated above. 


® The percentage of the quantum of exports in relation to the gross 
product rose from 15.4 per cent in 1945 to 15.5 per cent in 1952. 
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Plate 5 


RELATIONSHIP BETWEEN AVAILABLE GOODS AND SERVICES, CONSUMPTION 
AND INVESTMENT, AND IMPORTS, IN LATIN AMERICA, 1945-52 
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The importance of probable trends in the capacity for 
external payments, in relation to the rate of Latin- 
America’s economic growth, in both the immediate and the 
more distant future, can thus be understood. But it should 
be recalled that while the terms of trade are of considerable 
importance, as has been seen, the quantum of exports is 
the other determining factor. Further, the inflow of 
foreign capital may achieve greater importance than the 
weak influence it has exercised so far. Nevertheless, ex- 
ports must expand and satisfactory terms of trade must be 
obtained, so that the remittances due on foreign capital can 
readily be met. 


7. THE CAPACITY TO IMPORT AND IMPORTS 


Turning now to the capacity to import, it should be 
noted that this is calculated by subtracting remittances of 
profits, interest and funds used for repurchases of foreign- 
owned capital from the capacity for external payments. 
Estimates show that, in 1952, the capacity to import was 
equivalent to 89.8 per cent of the capacity for external 
payments, that is, slightly higher than the figure of 88.0 
per cent recorded in 1945, although it had fluctuated 
slightly during the full period. This explains why the 
corresponding curves on chart 3 of plate 4 remain fairly 
close to one another. 

Imports generally tend to follow the trend of the ca- 
pacity to import, though this relationship is not infallible. 
From chart 4 of the same plate it may be seen that im- 
ports occasionally are lower than the capacity to import; 
the difference is covered by an accumulation of monetary 
reserves or repayment of short-term credits contracted 
earlier by the monetary authorities. At other times, the 
opposite occurs, as was the case in 1951 and 1952, when 
imports exceeded the capacity to import, requiring the 
use of previously accumulated reserves and short-term 
external credits. 

The distribution of imports between capital goods and 
other types of goods, as well as its connexion with the com- 
position of available goods and services, may now be 
considered. Plate 5 (tables 10 and 11) was prepared for 
this purpose. The first chart shows that the ratio of in- 
vestment to available goods and services was still higher in 
1952 than at the beginning of the period 1945-52, despite 
its relative deterioration in the past few years. This might 
lead to the conclusion that the proportion of imports of 

capital goods to total imports had likewise increased. A 


glance at chart 3 of plate 5 indicates that the reverse oc- 
curred. Other goods, directly or indirectly intended for 
the consumer market, comprise an increasing share of im- 
ports of goods and services. 

This upward trend in consumer goods imports, during 
a period marked by an intense rate of investment, is very 
striking. But it is one of the characteristic phenomena of 
economic development in Latin America. The introduction 
of new industries and the expansion of existing enter- 
prises, while tending to reduce certain imports has never- 
theless increased others, particularly raw materials and 
fuel. Moreover, the growth in the per capita product 
simultaneously caused an increase in a number of dif- 
ferent categories of finished consumer goods. 

The impact of these imports is reflected in the upward 
trend of their ratio to total consumption. Indeed, the 
percentage of consumer goods to total consumption in- 
creased considerably during the period under review, 
rising from 8.2 per cent in 1945 to 11.7 per cent in 1952, as 
may be seen from chart 4 of plate 5. 

The pressure did not increase to the same extent on im- 
ports of capital goods, which partly explains the decline 
in their proportion to total imports, as shown above. Un- 
doubtedly, the rate of imports of these goods, as compared 
with that of the investment to which they were applied, 
is relatively higher in Latin America since, for the most 
part, the industries producing capital goods are still in an 
early stage of development. As a consequence, the rate of 
imports of capital goods, as a percentage of investment, 
rose at a lower rate than that of consumer goods, account- 
ing for 37.8 per cent of total investment in 1952, as com- 
pared with 27.5 per cent in 1945. The rates for some 
intervening years were considerably greater, as may be 
seen from the corresponding curve. 

The increase of both these rates, which are combined 
in the total rate for imports with respect to available goods 
and services shown in chart 3, is becoming a serious de- 
terrent to the acceleration of Latin America’s rate of 
growth, although it has not affected individual countries 
to the same degree. The rates of the capacity to import 
and of the capacity for external payments to the gross prod- 
uct continue to be more satisfactory than at the beginning 
of the period, as was shown above. The simultaneous im- 
provement of the rate of imports, relative to the gross 
product, however, is again exercising strong pressure on 
the capacity for external payments. 


Table 10. Composition of imports in Latin America, 1945-52 


Consumer Raw Capital Consumer Raw Capital 
Pact goods materials Fuels goods goods materials Fuels goods 
Years ( ste et become A dollars (asa ips id of total 
dollars of 1950) 

(1) (2) (3) (4) (5) (6) (7) (8) (9) 
1945..... 2,782 1,143 576 170 893 41.1 20.7 6.1 32.1 
1946..... 3,964 1,526 717 345 1,376 38.5 18.1 8.7 34.7 
1947..... 6,304 2,389 996 479 2,440 37.9 15.8 7.6 38.7 
1948..... 5,834 2,030 974. 543 2,287 34.8 16.7 9.3 39.2 
1949..... 5,345 1,849 989 508 1,999 34.6 18.5 9.5 37.4 
1950.2. 5,293 2,005 947 471 1,868 37.9 17.9 8.9 35.3 
9 Ree 6,884 2,554 1,232 606 2,492 37.1 17.9 8.8 36.2 
1h ey ae 6,424 2,306 931 662 2,525 35.9 14.5 10.3 39.3 


Sources and methods 


Col. (1): Table 3, col. (4). 


Cols. (2) (3) (4) (5): Col. (1) hea by cols. (6) (7) (8) and (9), respectively. 


Cols. (6) (7) (8) (9): Based on a ta 
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Plate 6 


GROSS PRODUCT, OUTPUT AND THE EFFECT OF THE TERMS OF TRADE, 
BY ACTIVITIES, IN LATIN AMERICA, 1945-52 


Including Argentina Excluding Argentina 


Thousands of million dollars at 1950 prices 
(Natural scale) 
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Plate 7 


OUTPUT AND INDICES OF RELATIVE PRICES BY ACTIVITIES, 
IN LATIN AMERICA, 1945-52 


Including Argentina Excluding Argentina 


Output 
Thousands of million dollars at 1950 prices. 
(Semi-logarithmic scale) 
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Table 11. Relative importance of the components of imports with respect to 
available goods and services in Latin America, 1945-52 

Consumer Raw 
ae goods materials Fuels Total imports 
as Tcenta, 
Hoare ee of As a percentage of consumption of peilahie aoe 
investment and services 
I (2) (3) (4) 

OAS erates ta ayrcreiese ote 2D 5.0 Pe) 0.7 10.7 
WOAG: Oo. tars, der eitucjeve 32.1 6.0 2.8 1.4 13.4 
LOA red dic oe vee 47.5 8.4 3.5 io 18.7 
OA GTN Sasleiaiute tat 37.3 7:3 3.5 2.0 Lite? 
QAO Siren iic atrers see 31.8 6.4 3.4 Ue 15.1 
TO SOS eee ene aie oe 29.9 6.5 Sat LS 14.3 
LOSES Rater actss tie 36.3 7.8 3.8 1.8 17.4 
DOS 2a teeere 6 aliats eres 37.8 6.9 2.8 2.0 16.0 


Sources and methods 


Col. (1): Table 10, col. (5) as a percentage of table 5, col. (3). 
Cols. (2) (3) (4): Table 10, cols. (2) (3) and (4), respectively, as percentages of table 5, col. (2). 
Col. (5): Table 10, col. (1) as a percentage of table 5, col. (1). 


This is by no means a new phenomenon in Latin 
America. In fact, it has made its appearance periodically 
in the development of the region, as has been indicated 
in earlier ECLA reports; its impact, however, is perhaps 
sharper owing to the trend of events themselves. This 
pressure has always implied the need for intensified sub- 
stitution of imports by means of domestic production, in 
order to restore equilibrium. This process has been clearly 
visible in the more economically developed Latin-Ameri- 
can countries. Although there is still an ample margin 
for substitution in other countries of the region, which 
have not progressed as far in their structural changes, it 
would appear that the more advanced countries are enter- 
ing upon a new phase. Simpler substitutions have already 
been achieved for products where raw materials were 
readily available, had a relatively large market and for 
which no very substantial investment per worker was re- 
quired. In the second phase, these conditions may prove 
to be less favourable. 

This new phase of substitutions undoubtedly calls for a 
high level of investment, which may be limited precisely 
by the capacity for external payments. This problem will 
be discussed in another report and, for the present, let it 
suffice to indicate that a vicious circle exists. In order to 
attenuate the pressure on the capacity for external pay- 
ments, it is necessary to proceed with the substitution of 
imports, and that substitution, at least temporarily, re- 
quires a greater capacity for external payments. Hence. 
the future rate of Latin America’s growth depends on 
three fundamental elements, apart from the precision and 
perfect balance of development programmes, namely, the 
possibility and the will to increase exports, the terms of 
trade and the inflow of foreign capital. 


8. THE FLUCTUATIONS OF THE GROSS PRODUCT, OUTPUT 
AND RELATIVE PRICES, BY ACTIVITIES 


During the past few years, the outstanding feature in 
the development of the different sectors of Latin 
America’s economic activity was the remarkable ex- 
pansion of manufacturing. Output reached a total of 
11,174 million dollars in 1952, or 27.4 per cent above 
the 8,768 million dollars obtained from agriculture. This 
difference between manufacturing and agricultural output 
is a relatively new phenomenon, and was achieved, for 


the first time in the history of Latin America’s growth, in 
1946. In that year, the curve for manufacturing, as may 
be seen in the upper part of plate 7 (table 12), exceeded 
the curve for agricultural output and, thereafter, the dif- 
ference between the two has widened constantly. 

The disparity between the gross product arising in the 
two activities is not always similar to the difference be- 
tween their respective outputs. In 1952, the gross product 
of manufacturing was only 13.6 per cent above that of 
agriculture, as compared with a difference of 27.4 per 
cent between the two outputs. There is a difference between 
the fluctuations of the gross product and of output in the 
various sectors of economic activity. This is caused by the 
disparity in the price movements for goods and services 
in those sectors; that is, it stems from fluctuations in the 
relative prices. Although, in part, these reflect variations 
in the terms of trade, they often, to a great extent, stem 
from internal forces, among which are inflationary pres- 
sures and, in some cases, fiscal policies. 

To illustrate these effects, plates 6 and 7 were prepared 
(table 13). The same procedure was adopted in preparing 
plate 6 as in the case of plate 1, that is, the curves for the 
gross product and for output were plotted so that the 
difference between them represents the size of the effects. 
At the top appear the curves for the gross product and 
total output as well as the effects of the terms of trade. In 
the lower part of plate 6, the relative prices are shown in 
comparison with the terms of trade. 

In the first place, it will be observed that the relative 
prices for manufacturing have not improved in respect to 
other activities, in fact, just the contrary. During the 
Second World War, manufacturing experienced an im- 
provement, but, thereafter, has been subject to persistent 
deterioration in relative prices (see plates 6 and 7). De- 
ficiencies in the basic data, however, render it necessary 
to establish certain reservations in connexion with these 
conclusions, so that they may only be regarded as pro- 
visional until further research throws more light on this 
important subject. 

The unfavourable trend of relative prices in manufactur- 
ing explains why, between 1945 and 1952, the gross prod- 
uct of manufacturing increased at an annual rate of only 
6.4 per cent (excluding Argentina), whereas output, as 
shown above, rose by 8.0 per cent annually. This was a 
reversal of the earlier upward trend in the relative prices 
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Table 12. The gross product, output and relative prices, by activities, in Latin 
America, 1945-52 


Including Argentina Excluding Argentina 
Gross product Output Gross product Output 
Years ee DCA RY Indices of 
(millions of dollars at 1950 prices) __ relative prices (millions of dollars at 1950 prices) _ relative prices 
1945 =100 ees + +1945=100 
(2) (2) (3) (4) (5) (6) 


A. Agriculture 


1945: 5 sero tate 7,283 7,283 100.0 5,779 5,779 100.0 
T0460}. ee eerie 8,453 7,843 107.8 6,408 6,269 102.2 
LOL a eee 8,256 8,167 101.1 6,296 6,471 97.3 
1948; Seems 8,639 8,449 102.2 6,816 6,764 100.8 
19405 eee 8,972 8,497 105.6 7,451 6,935 107.4 
1950 eden ose 9,904 8,603 15a 8,360 7,093 117.9 
EOS di jaerc nee 9,692 8,916 108.7 8,007 7,318 109.4 
1952) oceans 9,459 8,768 LOT oR 7,969 7,412 107.5 
B. Manufacturing and construction 
19450 Sacer oes 7,007 7,007 100.0 5,262 5,262 100.0 
1946 ck oe 7,938 7,852 101.1 5,750 5,883 97.7 
LOAT Sc sneer 8,569 8,419 101.8 6,004 6,152 97.6 
OAS Sel ereroetee 9,074 9,044 100.3 6,285 6,747 93.2 
1949 2) 5a bere 9,409 9,425 99.8 6,764 7,214 93.8 
1950 53a 9,921 10,155 Feu 7,268 7,877 92.3 
Nhe 5! Wri 05 Gc 10,712 10,877 98.5 7,868 8,542 92.1 
19522. cee eee 10,749 11,174 96.2 8,100 9,013 89.9 
C. Other activities 
1945 Seer 13,100 13,100 100.0 9, 846 9,846 100.0 
1946.4 e+ eeee 14,464 13,281 108.9 10,795 9,780 110.4 
LOA Tp seeoaraes aes 16,774 14,376 116.7 12,268 10,294 119.2 
TO4B >. .vactrete 16,888 14,353 WBN ERTE 12,294 10,035 122.5 
1949 osc eee ae 17,281 15,334 112.7, 13,004 11,077 117.4 
1950). 2 nee 18,495 15,453 119.7 14,154 11,053 128.0 
LOST Ss teers 19, 249 15,902 121.0 15,303 11,376 134.5 
1052 Fee ee 19,851 16,882 117.6 16,278 12,624 128.9 
D. All activities 
104506 Awe: 27,390 27,390 100.0 20,887 20,887 100.0 
1946 Aes ot 30,855 28,976 Li, 22,953 21,932 114.7 
LOAT eet rates 33,599 30,962 142.3 24,568 22,917 118.9 
LOAS Sa eta eee 34,601 31,846 144.5 25,395 23,546 126.6 
1949)... Soom gare 35, 662 33, 256 143.3 27,219 25,226 142.4 
1950s eer 38,320 34,211 166.7 29,782 26,023 179.5 
1951 eee eee oor 653 35,695 164.7 31,178 27,236 184.9 
19528 rene 40,059 36,824 161.5 32,347 29,049 180.3 


Sources and methods 


Col. (1): The estimate of the gross product, by activity, for Latin America, was derived as 
follows. For ten countries, which accounted for 90 per cent of the gross product of Latin America 
in 1952, data were available for two or more years of the decade 1940-50. (For sources, see notes 
to table 18 and notes to the individual country chapters.) For five of these countries (Argentina, 
Brazil, Chile, Colombia, and Mexico), which accounted for 73 per cent of the gross product of Latin 
America in 1952, data were available for all years covered in this study. The procedure then, in 
general, was to estimate the gross product, by activity, for benchmark years (1940 and 1950), on 
the basis of data for 10 countries, and, for other years, on the basis of the data for 5 countries. The 
method for deflating the gross product activity sectors, and expressing them in 1950 prices, was 
based on the assumption, by definition, that the relative percentage composition of the gross product, 
by activity, was the same in 1950 prices as in current prices. Thus, the concept of the gross product, 
ts activity, as here used, is a measure of the real purchasing power of the gross product originating 

y sectors. 

Col. (2): The estimate of output, by activity, for Latin America, was derived as follows, For 
1945, the estimate of output, by activity, is the same as the gross product, by activity, by definition 
as described in the general note at the end of chapter I. For other years, the estimate is based on 
data for four countries (Argentina, Brazil, Chile, and Mexico), which accounted for 67 per cent of the 
gross product and 71 per cent of the output of Latin America in 1952. The estimate of output, by 
activity, is based on quantum indexes of output, by activity sector, multiplied by 1945 gross product, 
sector weights, and expressed in 1950 prices, as described in the general note at the end of chapter I. 

Col. (3): For activity sectors (agriculture, manufacturing and construction, and other activities), 
the indexes of relative prices are derived implicitly by dividing col. (1) by col. (2). For the economy 
as a whole, the price index is the terms of trade index for the external trade sector; see the general 
note at the end of chapter I. 

Cols. (4) and (5): Cols. (1) and (2), respectively, less comparative data for Argentina, table 28, 
expressed in dollars of 1950, as described in the general note at the end of chapter I. 

Col. (6): Same method as col. (3). 
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Table 13. Annual rates of change in manufacturing’s gross product and output 
in Latin America, 1945-52 


(Percentages) 


Including Argentina 


Excluding Argentina 


Periods ~ Gross Relative prices Gross Relative prices 
product Output 1945 =100 product Output 1945 =100 
(2) (2) (3) (4) (5) (6) 
1945-52......2.-%- 6.3 6.9 0.5 6.4 8.0 —1.4 
OS Teves a epelepsiava 8.0 Tek 0.8 8.2 8.4 —0.2 
LOS Ziad ease 0.3 Pant 2.3 2.9 yrs) —2.4 


Sources and methods 


Based on table 12. 


of manufacturing. Comparative data are shown in table 
13, which also depicts the same trend when Argentina is 
included. 

It would be well to enquire into the repercussions of this 
deterioration of the relative prices in the manufacturing 
sector of Latin America. It is generally recognized that, 
with certain exceptions, manufacturing has had substantial 
incentives for development in Latin America. There could 
be no other explanation for the annual rate of change of 
8 per cent for manufacturing output, nor for the in- 
tensive rate of investment in this sector, which prevailed 
throughout the period 1945-52. There are two circum- 
stances which have enabled manufacturing to progress 
without difficulties. In the first place, the relative prices 
for manufacturing were favourable during the war, thus 
contributing to increase its profits. Secondly, the sub- 
stantial volume of investment in this sector since 1945, in 
addition to the expanded scale of operations, have greatly 
improved productivity and this has more than offset the 
deterioration in relative prices. In fact, the weakening 
in manufacturing’s relative prices was equivalent to only 
0.5 per cent annually between 1945 and 1952, for Latin 
America as a whole, whereas the improvement in output 
per worker in manufacturing rose simultaneously at an 
annual rate of 3 per cent. Consequently, the deteriora- 
tion of the terms of trade was the means whereby the 
manufacturing sector transferred a part of the benefits of 
technical progress to the rest of the community. 

There is yet another significant phenomenon. The 
transfer of real income arising from manufacturing was 
added to the effects of the substantial improvement in the 
terms of trade since 1945. The full amount was dis- 
tributed between agriculture and other activities, as 
explained later. 


Cumulative percentage rates of change. 


Agriculture’s relative prices improved until 1950, 
although some sharp fluctuations occurred from year to 
year, as may clearly be observed in plates 6 and 7. In 1951 
and 1952, the relative prices for agriculture deteriorated 
considerably, so that the ground gained previously was 
almost entirely lost. This may be seen from a comparison 
of the rates of change in the gross product and of output 
shown in table 14. 

The deterioration in the relative prices of this sector 
during the past two years is very evident from the gross 
product figures shown above, especially when Argentina 
is included, in which case the results of its lower volume 
of production sharpen the trend. The influence of external 
factors can readily be seen in this weakening of the rela- 
tive prices. In the lower part of plate 7, attention should 
be drawn to the decline in the curve for agriculture, 
coinciding with the downward tendency of the terms of 
trade, after both curves had previously risen together. 

Nevertheless it may not be said that the exceptional im- 
provement of the terms of trade since 1945, was reflected 
to any great extent in agriculture, as seen by comparing 
the two curves of the chart, both including and excluding 
Argentina. Naturally, the two relative price indices refer 
to concepts of different sizes, namely, agricultural output 
and foreign trade. From a glance at plate 6, it is evident 
that the improvement shown by the product accruing from 
agriculture, as compared with agricultural output up to 
1950, is much lower than that of the gross product ob- 
tained from output for all activities. At all events, the 
improvement until 1950 weakened in 1951 and 1952, 
when the terms of trade deteriorated. Hence, the relative 
position of agriculture in Latin America did not alter 
greatly between the years 1945 and 1952, as a whole. 


Table 14. Annual rates of change in agriculture’s gross product and output in 
Latin America, 1945-52 


(Percentages) 


Including Argentina 


Excluding Argentina 


Periods Gross Relative prices Gross Relative prices 
product Output 1945 = 100 product Output 1945 =100 
() (2) (3) (4) (5) (6) 
OA 52 eheee sa ate aes 3.8 257 1.1 4.7 3.6 1.0 
iS a neseis o weROmC al © —2.2 3.6 —5.6 —4,.2 3.2 =—7.2 
WOS2K, rene ee close chess —2.4 La O27 —0:5 1.3 —1.7 


Sources and methods 


Based on table 12. 


Cumulative percentage rates of change. 


Table 15. Annual rates of change in the gross product and output in other 
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f 


activities in Latin America, 1945-52 


(Percentages) 
Tacludtins Arpenting Eaclading Argentine: 
Gross Relative prices Gross * Relative prices 
Periods product Output 1945 = 100 product Output 1945 =100 
(1) (2) @ 6) ©) 
1945 52 vetoes CL 3.1 7.4 3.6 3.0 
195 )coe eee aes 4.1 2.9 8.1 2.9 aye! 
BG YASSER a 3.1 6.2 6.4 11.0 —4.2 


Sources and methods 
Based on table 12. Cumulative percentage rates of change. 


This presents a most interesting problem. If agriculture 
was deprived of any share in the improvement of the terms 
of trade, and if manufacturing—far from having a share 
in that improvement—transferred a portion of the benefits 
of its technical progress, what sectors have gained by these 
transfers? On the basis of the figures available hitherto, 
no definite answer can be given, although the mere state- 
ment of the problem may provide an incentive for im- 
proving estimates of the gross product, in order to clarify 
such points, which are of undoubted importance. As a 
result, the data relating to “other activities” in plates 6 
and 7, must be taken with these reserves. 

The relative prices for these other activities, after de- 
teriorating during the war, later recovered their former 
level and continued to improve almost constantly until 
1951. It would appear that the favourable effects of the 
terms of trade and the transfer of real income from the 
manufacturing sector have largely benefited these other 
activities. This is shown in table 15, where the improve- 
ment of the gross product in comparison with output is 
clearly evident. 

These other activities account for somewhat more than 
half the gross product and comprise transport, trade, con- 
struction, mining, personal and government services. It 
is possible that commercial profits generally were favour- 
ably affected by this transfer and that in some cases the 
expansion of government services also played an import- 
ant role. This inference, however, can only be regarded as 
hypothesis, and perhaps it would be wiser not to venture 
an interpretation without more data. 


9, THE GROWTH OF MANUFACTURING AND THE SHIFT IN 
THE DISTRIBUTION OF THE FACTORS OF PRODUCTION 


It was pointed out above that the annual rate of change 
in manufacturing output for the period 1945-52 was 8 


per cent, while that of agriculture was only 3.6 per cent, 
if Argentina is excluded in both calculations. When that 
country is included, the difference becomes proportion- 
ately sharper as the over-all rate of growth for that period 
decreases. Table 16 serves to confirm this statement. 

In table 16, the rates for 1951 and 1952 are also shown. 
When Argentina is excluded, apart from the usual fluctua- 
tions from one year to another, there is no striking feature 
to distinguish these years from the over-all period to which 
they correspond. Including that country, however, agri- 
cultural output fell 1.7 per cent in 1952; despite this de- 
cline, the improvement in other activities explains why 
Latin-American output as a whole rose 3.2 per cent in this 
exceptional year. 

The fact that manufacturing expanded at a much higher 
rate than agriculture, is typical of economic development. 
As the per capita product rises, needs are modified and 
demand for industrial commodities increases at a higher 
rate than that for foodstuffs. It would be absurb to assume 
that the entire demand could be met from foreign trade. 
It is sufficient to recall that to supply Latin America with 
an additional volume of imports, equivalent to the in- 
crement in its manufacturing output between 1945 and 
1952, or 4,167 millions, the capacity to import would 
have had to rise by 104.2 per cent during this period. 
whereas, in fact, it only rose by 49.3 per cent. 

This does not imply that the relative sector develop- 
ment was harmonious. There have been examples in 
which agriculture could have developed considerably 
more, or, conversely, where its decline could have been 
prevented without detriment to expansion in manufactur- 
ing. These facts, however important they may be as 
specific cases, by no means modify the general character- 
istics of development, although they have undoubtedly 


Table 16. Annual rates of change in output, by sectors of economic activity, in 
Latin America, 1945-52 


(Percentages) 

Including Argentina Excluding Argentina 

: Agricul M Other lericul- Other 
Periods ture pan ARE frre Eg aan activities Total 
(1) (2) (3) (4) () (6) (7) (8) 
BOA 52 Sy was Saleen we Ay § 6.9 Sar 4.3 3.6 8.0 3.6 4.8 
AGS Es Soest Cee eeeee 3.6 7.1 2.9 4.3 3.2 8.4 2.9 4.7 
A ee ee et te -1.7 2 6.2 ame aS oe 11.0 6.6 


Sources and methods 
Based on table 12. Cumulative percentage rates of change. 
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Plate 8 
GROSS PRODUCT, BY ACTIVITY AND PER WORKER, IN LATIN AMERICA, 1950 


Including Argentina Excluding Argentina 
(Natural scale) 
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Table 17. The gross product, labour force and product per worker, by activities, 
in Latin America in 1950 


Gross product Labour force Product 
per worker 
Millions of As a percent- Millions As a percent- in dollars 
dollars at age of all of age of all at 1950 
1950 prices activities workers activities prices 
(2) (2) (3) (4) (5) 
PWawainnhyats codhcusuesdoeoeocue 9,904 25.8 32.2 57.9 308 
Manufacturing and construction... 9,921 25.9 9.2 16.6 1,078 
Minin go. 32 -tray-e eeeeee 1,603 4.2 0.5 0.9 3,206 
Transport and public utility services. 2,268 5.9 1.8 3.2 1,260 
Commerce, government and other 
BELVICEB fees eee elas eines 14,624 38.2 Lig 21.4 W229) 
POPAL ss cisinee totavelocntclerteers 38,320 100.0 55.6 100.0 689 


Sources and methods 
Col. (1): Based on data for ten countries which accounted for 90 per cent of the gross product 


of Latin America in 1950; see note to table 18. 
Col. (2): Based on col. (1). 
Col. (3): Same source as col. (1). 
Col. (4): Based on col. (3). 
Col. (5): Col. (1) divided by col. (2). 


influenced the relative intensity of the rates of growth in 
both activities. 

From another standpoint, the higher rate of expansion 
in manufacturing, as compared with agriculture, reflects 
a fundamental change in the pattern of distribution of 
capital and labour resources in Latin America. These 
resources have tended towards activities in which output 
per worker is greater, thereby raising the productivity and 
rate of expansion of the economy as a whole. This process 
is described more extensively in the report on The Tech- 
nique of Programming Economic Development (Dec. 
E/CN.12/292). For the present, it will suffice merely to 
refer to the substantial differences in the levels of pro- 
ductivity during the recent past. 


10. DIFFERENCES IN THE LEVELS OF THE GROSS PRODUCT 
PER WORKER, BY ACTIVITIES 


With this objective, plate 8 (table 17) was prepared 
with data for 1950.‘ The differences in the levels of the 
gross product, and the gross product per worker in dif- 
ferent activities, are quite remarkable. In 1950, the gross 

‘product per worker in agriculture was equivalent to 308 
dollars, whereas it reached 1,078 dollars in manufacturing 
and construction, 1,260 dollars in transport and public 
utility services and 1,229 dollars in commerce, govern- 
ment and other services. The gross product per worker in 
mining was 3,206 dollars, although the relatively limited 
number of workers engaged in this activity throughout 
Latin America, and its limited possibilities for expansion, 
hardly make this sector the most attractive field for capital 
and labour which cannot be employed in agriculture. 
Before dealing with the subject of labour, it should be 
remembered that the figures for gross product per worker, 
as well as the total gross product, are affected in the dif- 
ferent activities by fluctuations in the relative prices. They 
are not, therefore, a precise yard-stick of difference in the 
levels of productivity, although they provide a satisfactory 
approximation for purposes of the present analysis. 


7 For this year, more detailed figures by sectors are available, per- 
mitting a better analysis. 


It has just been pointed out that relatively little man- 
power is engaged in mining. In 1950, only half a million 
persons were gainfully employed in this sector, as com- 
pared with a total working population of 55.6 millions, 
that is, less than one per cent, although this sector pro- 
vides 4.2 per cent of the aggregate gross product. In 
contrast, 32.2 million workers are engaged in agriculture, 
that is, 57.9 per cent of the total labour force, although 
the gross product arising in this activity represents 
scarcely 25.8 per cent of the total. The manufacturing and 
construction sector has only 9.2 million workers, or 16.6 
per cent of the total number of workers, although the gross 
product of this sector is proportionally higher, namely, 
25.9 per cent of the total. The more intense rate of growth 
of manufacturing and construction may be expected 
gradually to raise the proportion of workers in these ac- 
tivities and their contribution to the over-all gross product. 
This is one of the outstanding characteristics of economic 
development. Commerce, government and other services, 
together with transport and public utility services, share 
with manufacturing the task of absorbing labour and 
capital. In 1950, the former accounted for 21.4 per cent 
of the working population and 38.2 per cent of the gross 
product, while the latter employed 3.2 per cent of the 
labour force and provided 5.9 per cent of the gross 
product. 


ll. THE TREND OF THE GROSS PRODUCT AND 
INVESTMENT, BY COUNTRIES 


The previous analysis had a dual objective. The first 
was to venture for the first time into the general phe- 
nomena of recent growth in Latin America, without 
knowledge of which it is difficult to make an accurate 
evaluation of the significance of the partial data shown 
in other parts of the present report. The second objective 
was concerned with methodology. It is essential to create 
instruments of analysis that are appropriate for the study 
of Latin-American phenomena, particularly with respect 
to the influence of external factors. 

Having completed this first assessment of the Latin- 
American economy as a whole, it would be desirable to 
employ the same instruments in order to analyse the de- 
velopment of each of the Latin-American countries during 
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Plate 9 


GROSS PRODUCT, TOTAL AND PER CAPITA, IN TEN LATIN-AMERICAN COUNTRIES, 


Gross product 
Millions of dollars at 1950 prices 


(Semi-logarithmic scale) 


600 
BRAZIL 


500 


ARGENTINA 


1945-52 


Gross product per capita 
Dollars at 1950 prices 


ARGENTINA 


300 
VENEZUELA 
500 
= 
VENEZUELA 
BIA 
cOLOM (EXCLUDING REMITTANCES OF PROFITS) 
500 300 
---—--~ 
VENEZUELA —---— Tse 
- 
BRAZIL 
os 
500 
CUBA = 
Pa es --— «+= 400 
100 ee ~-———— 
- 
CHILE — 
se 300 
COLOMBIA a 
pie ee ET 200 
aS mee 
enna 
200 GUATEMALA 10 
—_ 
GUATEMALA 
200 
LVADOR 
pA EL SA 
y OD oe oe 
- 
EL SALVADOR a gee 
oe CO, Wee 
100 
Exe) 


1945 1950. 1945 


Economic Commission for Latin America 


1950 


30 Part I. The gross product, investments and consumption in Latin America 


the past few years. This task was completed for four 
countries, and these studies are presented in the following 
chapter. In extending this analysis to other countries, not 
only did the short time available prove an obstacle, but 
it was also necessary to introduce adjustments and to 
cover omissions in the statistical material. Having es- 
tablished the method of analysis, it is to be hoped that in 
collaboration with the countries concerned, progress in 
this work may be achieved. 

Meanwhile, it was decided to limit this section to a small 
number of plates and their corresponding tables, showing 
data pertaining to the fluctuations of the gross product and 


investment for ten countries, before proceeding with the 
analysis of the four countries indicated above. 

After all that has already been said in this chapter, it 
would be redundant to emphasize that the gross product, 
considered alone, reflects only one aspect of the phe- 
nomena of development. Other figures will still be re- 
quired concerning output and the volume of available 
goods and services. Nevertheless, the gross product data 
certainly provide some idea of the rate of development of 
economic activity, although they do not indicate the rela- 
tive roles of external and internal factors. 


Table 18. The gross product in selected Latin-American countries, 1945-52 


Argentina Brazil Chile Colombia Cuba El Salvador Guatemala Mexico Peru Venezuela 
A. Gross product (millions of dollars at 1950 prices) 
OAD as toe eats 6,492 6,936 1,478 1,657 1,655 163 274 4,038 735 1,606 
Me nealag crt 7,889 7,760 1,475 1,836 1,797 215 350 4,338 791 1,807 
L947 vccoemelte 9, 0LO 8,084 1,406 17915 2,160 260 388 4,450 774 1,973 
1948) ees... 95 190 8, 464 SGA 1,951 2,021 218 510 4,688 775 2,387 
UY RRO adda 8,429 9,308 1,494, 2,258 1,893 250 451 4, 862 892 2,270 
LOS ON saretelerers 8,524 10,836 1,902 2,268 2,010 282 464. 5,412 1,016 2,388 
NOSE cre sueleteas 8,460 11,420 1,671 2,338 2,206 293 472 5,738 1,116 2,409 
TES SPAR EINAIS ols / 7,698 11,860 1,796 2,451 2,273 300 511 5,762 1,058 2,387 
B. Percentage, annual change compared with preceding year 
1946 Sesie.c elses 21.5 11.9 —0.2 10.8 8.6 31.9 HET 7.4 7.6 1230 
DOAT « sisrss5)050,0) 14.3 4.2 —4.7 4.3 20.2 20.9 10.9 2.6 —2.2 9.2 
LOAS Sti we scosete ts 19 4.7 Wh Se 19 —6.4  -16.2 31.4 5.4 = 21.0 
1 OAD ree etaetohs —8.3 10.0 —4.9 Loe —6.3 14.7 —11.6 Bot 15.1 —4.9 
LO5O Fe iiwiect sve eal 16.4 3.9 0.4 6.2 12.8 2.9 11.3 13.9 5.2 
USE U Sas oda —0.8 5.4 Wot 3.1 9.8 3.9 Led 6.0 9.8 0.9 
LOS 2aineterestal —9.0 3.8 (a6) 4.8 3.0 2.4 8.3 0.4 —5.2 —0.9 
Annual rates of change 
1945-52 ).si5\<).6 2.5 8.0 2.8 5.8 4.6 9.1 9.3. one 5.3 5.8 
C. Distribution of the gross product as a percentage of the total 

ke) esanne oi 23.7 25.3 5.4 6.0 6.0 0.6 1.0 14.7 Qik 5.9 
TOAG cos. stele 25.6 25.1 4.8 6.0 5.8 One ik tl 14.1 2.6 5.8 
TOA Tisai). svat eishs 26.8 24.1 4.2 Dat, 6.4 0.8 1.2 13.2 2.3 5.9 
1948. 26.6 24.5 4.5 5.6 5.8 0.6 io 13.5 od 6.9 
LOAD eesveisictete 23.6 26.1 4.2 6.3 5.3 0.7 1.3 13.6 2.9 6.4 
LOB OY tretverer 22.2 28.3 4.0 5.9 D2 0.7 1.2 14.1 2.6 6.2 
MOST ie, busalotele 21.3 28.8 4.2 5.9 5.6 OF 1.2 14.5 2.8 6.1 
TOD 2 aematetstare 19.2 29.6 4.5 6.1 Dat 0.7 ules) 14.4 2.6 6.0 


Sources and methods 


_ The gross product for individual countries, in national currency, at 1950 prices, was expressed in dollars of 1950 
in accordance with the criteria and purchasing power parity rates of exchange cited in the general note at the end of 


chapter I. 


Sources and methods for individual country data are as follows: 


Argentina: See notes to table 20. 
Brazil: See notes to table 33. 
Chile: See notes to table 44, 


Colombia: 1945-50: Banco de la Republica, unpublished tabulation, deflated by cost-of-living index for workers in 
Bogota; Informe Final, pee 1950-August 1951, Comité de Desarrollo Econémico, Bogota, Colombia. 1951-52: 


Estimated by the United 


ations Economic Commission for Latin America. 


Cuba: 1945-52: Memoria Anual, 1951-52, Banco Nacional de Cuba, Havana, Cuba, December 1952. 
El Salvador: 1945-46: Public Finance in a Developing Country, El Salvuador—A Case Study, by Henry C. Wallich 


and John H. Adler, Harvard University Press, Cambridge, Massachusetts, 1951. 


1947-49: ‘‘Recent Developments 


and Trends in the Economy of El Salvador”, United Nations Economic Commission for Latin America, document prcaee tae 


at the fourth session, Mexico City, Mexico, 28 May 1951. 
1950”, by A. Derosso, Economic Assistant, United Nations Technical Assistance Mission to El Salvador, 1952. 


1950: “Estimate of Gross National Product of El 


alvador, 


1951- 


52: Estimated by the United Nations Economic Commission for Latin America. 
Guatemala: 1945-51: Producto Nacional Bruto de Guatemala en los Ultimos 24 Afios, by J. Antonio Palacios G., 


Banco de Guatemala, December 1952; public investment, unofficial estimate. 


Economic Commission for Latin America. 
Mexico: See notes to table 55. 


1952: Estimated by the United Nations 


Peru: 1945-1951: La Renta Nacional del Perit, 1942-1951, Banco Central de Reserva del Pervi, 1952. 1952: 
Estimated by the United Nations Economic Commission for Latin America. 
Venezuela: 1945-46: Estimated by the United Nations Economic Commission for Latin America. 1947-51: 


Memoria, Correspondiente al Ejercicio Anual 1951, Banco Central de Venezuela, Caracas, Venezuela. 


1952: Estimated 


by the United Nations Economic Commission for Latin America. 
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There can be no doubt, however, that external factors 
exercise strong influence on the trend of a good many of 
the countries here considered. They account for the ex- 
tremely rapid growth of certain countries, among which El 
Salvador and Guatemala are outstanding examples, with 
annual rates of growth in the gross product of 9.1 per 
cent and 9.3 per cent, respectively, between 1945 and 1952. 
It is evident that the improvement in the terms of trade, 
originating in the rise of coffee prices, was the main cause 
of these exceptional rates of growth. In a later chapter 
it will be seen that this factor also accounts for the rela- 
tively sharp rate of 8 per cent for the same period in 
Brazil, which experienced the most rapid rate of develop- 
ment among the larger countries. Undoubtedly, Colom- 
bia’s annual rate of growth of 5.8 per cent was also in- 
fluenced by higher coffee prices. 

Attention should be drawn to the fact that Mexico, a 
country in which the improvement in the terms of trade 
was not so remarkable, has nonetheless recorded one of 
the highest rates of growth among the larger countries, 
namely, 5.2 per cent. 

Argentina, on the contrary, where the terms of trade 
were far more favourable until recently, shows one of the 
lowest rates of expansion of the gross product between 
1945-52, that is, 2.5 per cent annually. This cannot be at- 
tributed to the fact that the terms of trade failed to pro- 
duce any positive results. That was not the case, and 
Argentina’s development was remarkably rapid during 
the period 1945-48. Later, however, a recession set in, 
resulting directly and indirectly from the decline of agri- 
cultural production, affected by the poor harvests of 1952 
caused by very adverse climatic conditions. 


In Chile, the figures for the average annual rate of 
growth of the gross product are relatively low: 2.8 per 
cent. Cuba also has an intermediate position, with an 
annual growth rate of 4.6 per cent, since the improvement 
in the terms of trade arising from sugar exports was of 
short duration. Venezuela, on the other hand, has a high 
rate of development influenced exclusively by the quantum 
of exports, as there appears to have been a deterioration 
in the terms of trade. Peru attained a rate similar to that 
of Brazil, and it might have been higher except for the 
estimated decline of 1952. 

The same exceptional expansions were noted in the rate 
of investments, in comparison with that of the gross 
product. It is not surprising, after what has been said with 
regard to the gross product, that Brazil should also have 
experienced one of the highest rates of investment, namely, 
18.4 per cent for 1952. 

Chile is in the extreme opposite position with a rate of 
investment of only 11.1 per cent. Mexico, Argentina and 
Colombia, are in an intermediate situation, with rates of 
16.3 per cent, 15.5 per cent and 13.8 per cent, respectively. 
It should also be noted that the Argentine rate had reached 
a maximum of 20.5 per cent in 1949, while Colombia had 
a rate of 16.4 per cent in 1947. 

The rate for El Salvador rose sharply until 1952, when 
it was 19.3 per cent, although it never reached the maxima 
achieved in other countries, as a consequence of the 


exceptional rate of development of its gross product. (See 
tables 18 and 19.) 


Table 19. Product per capita and investment in selected Latin-American countries, 1945-52 


Argentina Brazil Chile Colombia Cuba El Salvador Guatemala Mexico Peru Venezuela 
A. Product per capita (dollars at 1950 prices) 
1945... 422 150 274 164 338 96 114 182 97 373 
1946. 506 164, 273 178 359 119 140 190 101 411 
1947. 567 167 256 182 424 144 149 190 98 438 
1948. 564 170 280 181 389 121 196 194, 96 519 
1949. 505 183 262 205 364 139 167 196 109 473 
1950. 496 208 268 201 372 148 166 211 121 487 
1951. 481 214 283 207 401 154 163 218 130 472 
1952. 428 217 299 213 406 150 165 214 122 450 
B. Investment (millions of dollars at 1950 prices) 
1945 984. 700 155 202 46 16 22 450 86 182 
1946.. 1,032 960 140 287 149 20 29 525 162 408 
1947.. 1,381 1,352 168 315 201 29 52 600 184. 199 
1948.. 1,873 1,264 196 254 186 28 60 650 117 918 
1949.. 1,730 1,448 218 283 193 40 44 700 175 649 
19505.) L714 1,616 178 284. 220 49 55 738 207 498 
1951... 1,587 1,868 199 328 245 55 aM 1,000 303 561 
1952.. 1,190 2,180 200 339 374 58 54: 938 319 628 
C. Investment as a percentage of the gross product 

1945.. 15.2 10.1 10.5 12.2 2.8 9.8 8.0 NG Wakes ie 
1946.. Isa 12.4 9.5 15.6 8.3 9.3 8.3 i Page 20.5 22.6 
1947.. 15.3 16.7 12.0 16.4 9.3 11.2 13.4 13.5 23.8 10.1 
1948... 20.4 14.9 12.5 13.0 9.2 12.8 11.8 13.9 15.1 38.4 
1949.. 20.5 15.6 14.6 12.5, 10.2 16.0 9.8 14.4 19.6 28.6 
1950.. 20.1 14.9 11-5 12.5 10.9 17.4 1.9 13.6 20.4 20.9 
1951 18.8 16.4 19 14.0 iil 18.7 Wall 17.4 27.2 23.3 
1952.. 15.5 18.4 aa 13.8 16.4 19.3 10.6 16.3 30.1 26.3 
wa re ee 


Sources and methods—Same as table 18. 
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Plate 10 


INVESTMENT AND THE INVESTMENT RATE IN TEN LATIN-AMERICAN COUNTRIES, 1945-52 


Total investment Investment as a percentage of the gross 


Thousands of million pesos at 1950 prices product 


(Semi-logarithmic scale) 
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General note on concepts, sources and methods 


GROSS PRODUCT 

The analysis of part I is based on the concept of the gross geo- 
graphic product, at market prices, which represents the total value 
of the production of goods and services within the geographic limits 
of a country or group of countries, and in this case refers to the 
twenty republics of Latin America. The gross geographic product 
is considered to be an appropriate instrument for measuring eco- 
nomic activity and economic growth. It differs from the national 
product concept. by including income (principally profits and in- 
terest) paid to, and excluding factor income received from, the 
rest of the world. 


CONCEPT EQUIVALENTS 


Gross geographic product (ECLA) is here considered equivalent 
to the following concepts which appear in many studies: 


Gross domestic product 
Gross internal product 


The concept used here is identical to the concept of “the gross 
domestic product at market prices” used in the report by the group 
of national income experts appointed by the Secretary-General 
(Studies in Methods, No. 2; A System of National Accounts and 
Supporting Tables, report prepared by a group of national income 
experts appointed by the Secretary-General, United Nations De- 
partment of Economic Affairs, Statistical Office, New York, 1953). 

The concept used here is also similar to the “net geographic 
product at factor cost”, a concept used in the statistical papers, 
Series H, of the United Nations (see, for example, Statistical Papers, 
Series H, No. 4, Statistics of National Income and Expenditure, 
United Nations, New York, August 1953, notes to table 4). The 
gross geographic product, at market prices, differs from the net 
geographic product, at factor cost, by including indirect taxes and 
depreciation allowances. 

The calculations are based on data for sixteen countries, which 
together comprise 96 per cent of the population and 98 per cent of 
the gross geographic product of Latin America. For the most part, 
the calculations are based on official sources. In some cases, where 
official statistics were not available, unofficial sources have been 
used. Estimates for individual countries have been adjusted, where 
necessary, to achieve uniformity and comparability in concept. 

A detailed description of the adjustments to official statistics for 
uniformity of concept and comparability, is indicated by country 
and by individual statistical series, in the notes to the tables in the 
individual country chapters. Some of the principal types of adjust- 
ments are discussed below. In general, the gross product of the 
countries of Latin America is calculated as the sum of the value 
added, by activities, which, in turn, represents the gross value of 
production, less the value of goods and services purchased from 
other sectors and consumed in production. Since the gross product, 
in Latin America, is not usually estimated by type of final expendi- 
ture, consumption has been estimated, in most cases, as a residual 
function of the gross product, plus the excess of imports, or minus 
the excess of exports, and minus gross investment. Since the gross 
investment data for Latin America covers fixed investment only, 
in most cases, and excludes changes in inventories, the estimate 
of consumption includes inventory changes. This does not make for 
a serious problem of interpretation since, in most cases, inventory 
changes probably do not exceed 2 or 3 per cent of the gross product. 
Important exceptions to this occur, however, in those cases of pri- 
mary raw materials exporting countries experiencing an unusual 
addition to or withdrawal from the stock of primary materials avail- 
able for export. 

The gross product and its components are estimated at 1950 
prices; that is to say, the gross product series are expressed in 
terms of constant values. The method used to express the gross 
product in terms of constant value was as follows. In the case of 
Argentina, Brazil, and Mexico, the gross product, at 1950 prices, 
was estimated as a function of indexes of the physical volume of 
output by activity sectors, aggregated on the basis of the gross 
product by activity sectors in 1945, plus the effect of external terms 
of trade with respect to 1945 (all expressed at 1950 prices). In the 


case of Chile and the remaining countries of Latin America, the 
gross product, in current pesos, was deflated by a composite index, 
whose main component is the cost-of-living index. In general, this 
latter method is considered to be less satisfactory than the former. 
In addition to shortcomings in the representativeness and weighting 
of price indexes available at present, distortions may also be 
introduced in the measurement of real prices (and, therefore, 
of factor costs and real output) by the introduction, or removal, of 
consumer subsidies and taxes, which have played an important role 
in many countries of Latin America in recent years. The sources, 
methods and concepts are discussed in greater detail in the indi- 
vidual country chapters. 

For simplification, the terms “geographic” and “constant values 
at 1950 prices” are not shown in the text. 

The different national currencies were reduced to a common 
denominator of dollars at 1950 prices to obtain the aggregate esti- 
mates for Latin America. This was done by converting the gross 
product data for each country, in national currency in prices of 
1950, on the basis of purchasing power parity rates of exchange with 
respect to the dollar. 

The parity base is a pre-war year, in most cases 1937, with the 
parity rate for 1950 estimated as a function of this base and the 
relative movements of general price indexes, usually the implicit 
gross product deflator index, in the United States and in the indi- 
vidual country. It was considered that, for purposes of conversion, 
the controlled and, in many cases, arbitrary exchange rates during 
and after the war could not be used since these rates do not corre- 
spond to an equilibrium situation. Neither did the use of “free” 
rates appear to be appropriate, inasmuch as under conditions of 
strict exchange controls such rates refer only to a very restricted 
volume of transactions. For a more detailed discussion of the pur- 
chasing power parity rates of exchange concept here used, refer- 
ence may be made to the notes in the individual country chapters 
in this study and to the following report: Statistical Papers, Series 
E, No. 1, National and Per Capita Incomes, Seventy Countries— 
1949, United Nations, Statistical Office, New York, October 1950, 
pp. 11 and 12. The purchasing power parity rates of exchange, for 
1950, derived by this method and here used are as follows: 


Units of national currency 


per dollar 
Aroentinalerenttars veiaae else see sates 6.3 
Brazile ne acta «ct oes © aiete oolapls oe ote 25.0 
Ghileraras. 3% ita Salat ctace Me Minoadejeriovereca 85.0 
Célombiarese nse rosters co eee ween es «i ateaie : 2.7 
Gaara oes in vale See ietestae lalea sors cisheidereiate 1.0 
EJP Salvador aenie divs cnc catoesls devotee ee dele 3.0 
Guatemala yas e ates foes eas ce ene aS 1.0 
IMexICO rss ce Ecce ori ote. cha rer eeie toca es 8.0 
PRED Baiet cates eee cee atield eas Ne 15.0 
Venerticlaiirewee fattic a eerie ssialees seals eee 3.5 


EFFECT OF THE TERMS OF TRADE 

The gain or loss from changes in the terms of trade with respect 
to 1945 (or, more briefly, the effect of the terms of trade) is defined 
as the product of the value of exports, in 1950 prices, and the 
changes in the terms of trade since 1945. The terms of trade index 
is computed as the ratio of export prices to import prices. The 
import and export price indexes are computed on the basis of the 
Paasche formula, with variable quantum weights for each year. 
The price component of the Paasche indexes are unit values. 


OutruT 

Output is defined as the physical volume of the geographic pro- 
duction of goods and services, with 1945 gross product activity 
sector weights, expressed in 1950 prices. Since the quantum meas- 
ure of production reflects the relative price and weight structure in 
1945, the external terms of trade effect, with respect to 1945, is 
excluded. The method used in the case of Argentina, Brazil, and 
Mexico provided a direct estimate of output. In the case of Latin 
America, as a whole, and Chile, output is estimated as a function 
of the gross product minus the effect of the terms of trade with 
respect to 1945. 
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STOCK OF CAPITAL 

The stock of capital as here used may be defined as the depreci- 
ated replacement value (in 1950 prices) of reproducible tangible 
and durable capital goods. Land, consumer durable goods, inven- 
tories and monetary metal are excluded from the stock of capital 
as here defined. With respect to inventories, the exclusion was 
mainly due to the inadequacy of information on the stock of inven- 
tories or annual changes in their level. 

The concept here used is comparable with the narrower of the 
two concepts used by Raymond W. Goldsmith, entitled “Structures 
and Producers’ Equipment”. (See for example the study entitled 
“The Growth of Reproducible Wealth of the United States of Amer- 
ica from 1805 to 1950”, which appears in the volume Income and 
Wealth of the United States; Trends and Structure, Income and 
Wealth, Series IJ, International Association for Research in Income 
and Wealth, Cambridge, England, 1952; table 5, p. 297.) 

The addition of inventories to the estimated capital stock of Latin 
America would raise the level of the latter ey an estimated one-sixth 
to one-fifth. 

The method of estimation was suggested by the work of Gold- 
smith referred to above. (See also Goldsmith’s paper entitled “A 
Perpetual Inventory of National Wealth”, included in Studies in 
Income and Wealth, volume fourteen, Conference on Research in 
Income and Wealth, National Bureau of Economic Research, New 
York, 1952.) In general, comprehensive and partial censuses of the 
stock of capital have been combined with time series on gross and 
net capital formation, to yield a continuous estimate of the depre- 
ciated replacement value of the stock of capital, at 1950 prices. It 
should be noted that the character, quality, and comprehensiveness 
of the census type estimates of the stock of capital, for benchmark 
years, are heterogeneous, and that the quality and completeness of 
the estimates varies greatly from country to country. In addition, 
the problem of interpreting and correctly adjusting for the base 
year valuation has been serious. As a general practice, in view of 
this problem, pre-war census benchmark estimates have been more 
heavily relied on than post-war census data in view of the multipli- 
city of valuation problems (as a consequence of price inflation), 
involved in using post-war census data. 

Another important variable in the estimating method is the length 
of life assumption for capital goods. In general, a longer length 
of life and lower real rate of depreciation has been used than is 
the case in the United States, taking into account the difference in 
the economic character of obsolescence, deriving from the differ- 
ences in relative costs of labour and capital. The impact of the 
growth rate on the depreciation rate has also been taken into 
account; see for example “Depreciation Allowances, Replacement 
Requirements and Growth”, by Robert Eisner, published in The 
American Economic Review, December 1952, volume XLII, No. 5, 
which suggests that depreciation allowances exceed replacement 
requirements in growing economies. 

It should be noted that seven countries, for which rather substan- 
live information on the stock of capital is available (Argentina, 
Brazil, Chile, Colombia, Cuba, Mexico and Venezuela), accounted 
for an estimated 85 per cent of the gross product, and 90 per cent 
of the stock of capital of Latin America, in 1952. 

The provisional and preliminary character of the estimates of the 
stock of capital is emphasized. The sources and methods for the 
individual country estimates are described in notes to the indi- 
vidual country chapters. One of the purposes of presenting these 
estimates of the stock of capital is to stimulate critical comment 
and intensification of work in this field throughout Latin America. 


OUTPUT-CAPITAL RATIO 


It should be noted that the output-capital ratio used here differs 
from that of Kuznets, Fellner, and the broader of the two concepts 
of Goldsmith for the following two reasons, principally: 

(a) The estimate of capital excludes business inventories and 
consumer durable goods; 

(b) The estimate of output includes depreciation. 

(See the paper by William J. Fellner, “Long-Term Projections of 
Private Capital Formation: The Rate of Growth and Capital Co- 
efficients”, Conference on Research in Income and Wealth, May 
1951, National Bureau of Economic Research, New York; and the 
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papers by Kuznets and Goldsmith, “Income and Wealth of 
United States”, op. cit.) 

As a consequence, the Fellner, Kuznets output-capital ratio an 
the broader of the two concepts of Goldsmith have an order o} 
magnitude of 0.30 in contrast with that of 0.45 for ECLA. 

It should also be noted that the narrower of the two output-capi 
ratio concepts of Goldsmith, which is closely comparable with th 
of ECLA, has an order of magnitude of 0.40. In addition, it may b 
seen that if the output-capital ratio for Latin America were to b 
adjusted to the Fellner, Kuznets concept by adding inventories an 
consumer durable goods to capital (a probable increase of some 
per cent), and subtracting depreciation from output (approximatel 
7 per cent), the present ECLA ratio of 0.45 would be equivalent t 
an adjusted ratio of 0.35. 

In any event, the unusually favourable factors enhancing the post- 
war economic growth of Latin America, and the improved utiliza- 
tion of capital, labour, and natural resources, as discussed in th 
text, must be given due consideration in interpreting the EC 
ratio referred to above. 

Moreover, the methodology here utilized provides a significan 
check on the internal consistency between the output-capital ratio 
the investment rate, and the rate of growth in output in Latin Amer 
ica. In the statistical methodology here used, these three statistic: 
are basically independently derived. Thus, if the output-capit 
ratio is assumed to be overstated, then the investment rate must have 
been higher, or the growth in output lower. 

Reference must also be made to the fact that the analytical 
methodology here used has drawn freely from the contemporary 
work in the field of analysis of economic growth of a number of 
economists, in addition to those already cited, including E. D. 
Domar, H. W. Singer, W. Leontieff, and many others. 


BALANCE OF PAYMENTS 


The balance of payments concept here used is similar to that of 
the International Monetary Fund, Balance of Payments Yearbook, 
vol. 1-4, with the exception that, consistent with the geographic 
treatment of the gross product, remittances of profits and interest 
are considered as transfers. These, together with the capital account 
of the balance of payments, cover the excess of imports or exports 
of goods and services on current account. 

In order to express the balance of payments data in constant 
prices of 1950, a general price index, usually the implicit gross 
product deflator, was used. For individual countries, the balance 
of payments data are expressed in national currency measured in 
terms of purchasing power parity rates of exchange, as described 
above, both to facilitate the appropriate integration and analysis 
of the external trade sector with the economy as a whole, and to 
facilitate international comparisons. 

As a consequence of the concept and methodology here used, it 
should be noted, the balance of payments data are expressed in 
real terms, but exports and imports of goods are not expressed in _ 
quantum terms, and the structure of the balance of payments is” 
not affected by the exchange rate conversion method here used. 


7 

POPULATION AND LABOUR FORCE . 

Population figures are from the United Nations Statistical Bulle- 
tin, with the following exceptions: population figures for Chile 
are from the Corporacién de Fomento de la Produccién; for Ecua- 
dor, from Study on the Economic Development of Ecuador (E/CN. 
12/295), 1953, United Nations Economic Commission for Latin — 
America; for Haiti, from estimates of the Statistics Division of the — 
United Nations Economic Commission for Latin America; for 
Argentina from official data in Sintesis Estadistica Mensual de la 
Republica Argentina. 

Labour force estimates are based on official sources or estimates — 
by ECLA as indicated in the individual country chapters. 


Latin AMERICA EXCLUDING ARGENTINA 


A short note of explanation is required to indicate the reasons 
for including an analysis of “Latin America excluding Argentina” 
in the economic survey. Three important factors argued for the 
inclusion of an analysis of “Latin America excluding Argentina”, 
as follows: (1) On the basis of the gross product per capita, Argen- 
tina has outgrown the stage of under-development. Since Argentina 
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ccounted for an average of one-fourth of the gross product of Latin 
merica, in the period 1945-52, it was important to exclude Argen- 
ina for the purpose of developing a composite analysis of the 
nder-developed countries of Latin America; (2) Argentina experi- 
need a distinctive post-war trend with respect to the terms of trade, 
benefiting from a very marked improvement in the terms of trade 


in the early post-war years, and suffering a worsening in the terms 
of trade after 1948, whereas, for the rest of Latin America, terms of 
trade did not worsen until after 1951; and (3) the Argentine 
drought in 1952 adversely affected the gross product for the Argen- 
tine economy as a whole, at a time when the gross product for other 
countries of Latin America was still rising. 


Chapter II 


ANALYSIS BY SELECTED COUNTRIES 


A. Argentina’ 


1. AGRICULTURE AS THE BASIS FOR SUSTAINING 
ECONOMIC DEVELOPMENT IN ARGENTINA 


Briefly stated, the fundamental development problem 
in Argentina, as in other Latin-American countries, centres 
on utilizing primary exports in such a way as to reduce 
the dependence upon them gradually. There are two 
reasons for such a policy, from the strictly economic stand- 
point. They are the need, firstly, to diminish the vulner- 
ability of the domestic economy to external fluctuations 
and, secondly, to accelerate the rate of development be- 
yond the restrictive level imposed by external factors. 

It is natural that during this process the relative im- 
portance of primary production should decline, while 
manufacturing and other activities progress. A high rate 
of industrial expansion is inevitable in economic develop- 
ment. However, manufacturing cannot develop inde- 
pendently of primary activities since its rate of expansion 
is limited by the capacity to import. This results not only 
from the extent to which development requires capital 
goods, but also from the inherent growth of domestic de- 
mand for raw materials and fuels, and other direct effects 
of the increase of the gross product on imports. It is 
obvious that the capacity to import depends essentially 
both on the quantum of exports—for the most part pri- 
mary products—and the terms of trade, as well as the 
inflow of foreign capital. These provide the resources to 
cover imports, after payment of the remittances due on 
foreign capital. It is possible that these resources might 
prove inadequate at a given moment, either because 
economic activity has developed rapidly, or because the 
capacity to import has been adversely affected. At such 
times, the only solution is to continue increasing the 

capacity to import as much as possible, if growth is not 

to be checked, and to introduce structural changes in the 
economy which will enable the lower capacity to import to 
sustain a larger volume of the gross product. However, 
in order to effect these structural changes, it is often es- 
sential to increase that capacity, at least temporarily, in 
order to obtain the required capital goods, since it may not 
be possible or desirable to diminish other imports. 

This is one of the main problems at present confronting 
Argentina’s economy. In short, Argentine manufacturing, 
after developing remarkably in the post-war period, 
now finds that its sustaining basis is inadequate owing to 
the sharp decline of agricultural output, as well as with an 
increase of domestic food consumption which has proved 


1The calculations made in this analysis were based on gross 
product data valued in terms of pesos at 1950 prices, that is to say, 
all the gross product series are expressed in constant prices. In this 
and other connexions, see the general note at the end of chapter I. 
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detrimental to exports. Moreover, there has been a 
persistent pressure on demand for energy. These are the 
principal obstacles which the second five-year plan pro- 
poses to eliminate. 

The decline in the agricultural sector is by no means a 
new phenomenon. Undoubtedly, the poor harvests of 1951 
and 1952 emphasized the trend, but Argentine agriculture, 
after recovering from the disastrous consequences of the 
world economic crisis in the thirties, had already pro- 
gressed with difficulty since the Second World War. The 
downward trend began early in the forties and was caused 
by familiar difficulties encountered in world markets. A 
few years later, in the latter half of the decade, the excep- 
tional recovery in the terms of trade and in foreign de- 
mand, might have offered agriculture the incentives which 
had previously been lacking. Agriculture, in effect, needed 
a stimulus which would enable it to compete favourably © 
with manufacturing for available labour and capital re-— 
sources. Other requirements had higher priority, however, 
so that agriculture declined even more sharply. It is 
hardly surprising, therefore, that the re-establishment of — 
agriculture as the sustaining basis for Argentina’s eco- — 
nomic development should be a cardinal point in the new 
government plan. Farmers are being provided with new 
incentives, in the form of better relative prices and credit 
facilities, and much has been done to bring investment up 
to date, particularly by mechanization. Owing to the in- 
fluence of these incentives and to favourable weather con- 
ditions, harvests in 1953 reached very satisfactory levels. 

It would not be an exaggeration to say that a fair pro- 
portion of the labour force drawn from agriculture during 
the years of industrial development might have been re- 
placed by mechanization, and that such substitution may 
now be accomplished with the introduction of the new 
phase of mechanization. Should this be achieved, not 
only would a greater consistency be re-established between 
agriculture and manufacturing, but the latter would also 
obtain the resources required to pursue its development. 

Meanwhile, however, external conditions have developed 
adversely. The terms of trade, after improving by 77.9 
per cent between 1945 and 1948, are now below their 
earlier level, which was hardly favourable. Hence, the 
incentive of improved relative prices for crops, as es- 
tablished by the Argentine Government in its new policy 
of agricultural development, cannot be based upon a 
favourable margin in the terms of trade, since that margin 
has now practically disappeared. The impact will inevit- 
ably fall on urban consumption, which has been adversely 
affected by the decline in the gross product since 1948. 
The efficient fulfillment of the new investment plan depends 
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Plate 11 


RECENT ECONOMIC DEVELOPMENT IN ARGENTINA, 1945-52 
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largely on the possibility both of maintaining consumption 
at a moderate level and of increasing productivity. This 
explains the firm policy of austerity clearly stated by re- 
sponsible government officials. Nevertheless, an exag- 
gerated interpretation of this situation should be avoided. 
Despite a poor harvest and the decline of the gross prod- 
uct, per capita consumption in 1952 was estimated at 2,356 
pesos at 1950 prices, representing an annual rate of growth 
of 2.3 per cent between the years 1945 and 1952. 


2. THE GROSS PRODUCT AND OUTPUT 


Due to the extraordinary influences prevailing in 1952, 
Argentina’s total output fell for the first time in several 
years. The decline in agricultural output was undoubtedly 
the most important contributing factor. This agricultural 
decline had been evident since 1947, but continuing 
erowth in manufacturing, although at a reduced rate, had 
served to compensate for it. In 1952, however, manu- 
facturing output in turn recorded a decline, to which were 
added, on one hand, the effects on agriculture of the severe 
drought, and on the other, the deflationary government 
policies.? The adoption of this government policy was 
designed to restrict demand in view of the fall in the 
capacity to import and the decline in agricultural products 
available for domestic consumption. These combined in- 


2 Message of the President of Argentina to the 87th session of 
the National Congress, 1 May 1953, vol. II, p. 177. 


fluences serve to explain the fall in total output durin 
1952. To these depressive factors were added the con 
siderable decline in the terms of trade during that year. 
a result, Argentina’s gross product in 1952 was reduce 
to 48,500 million pesos at 1950 prices, a fall of 16.2 pe 
cent from the maximum of 57,900 millions reached i 
1948. 

The 1952 decline undoubtedly eliminated an appreciabl 
proportion of the economic gains achieved by Argentin 
over previous years. But it may be noted that the gro 
in the gross product between 1945 and 1951 (that is, 
excluding 1952 when Argentina experienced extra- 
ordinarily unfavourable factors) was nonetheless compar- 
able with the growth in 1935-45. During that decade, the 
gross product expanded at an annual rate of 4.2 per cent, 
compared with 4.5 per cent for 1945-51. In any event, and 
despite the sharp decline in 1952, the growth achieved in 
the earlier post-war years permitted an annual increase 
of 2.6 per cent in output between 1945 and 1952, and of 
2.5 per cent in the gross product during the same period. 

When agriculture has recovered, Argentina should be 
able to make efficient use of its ample manufacturing 
capacity. At that stage, the Argentine economy should be 
able to achieve a growth rate similar to that between 1945 
and 1951, subsequently to surpass it as a consequence of 
renewed investments. 


Table 20. Population, gross product, output, capital and productivity in Argen- 
tina, 1945-52 
(Pesos at 1950 prices) 
Effect of the terms 
Popula- Gross of trade since 1945 Output 
Years tion BUD OCR eee IA AE Capital — Output- per 
(in (thousands of (thousands of As a percentage (thousands of (thousands of capital worker 
millions) million pesos) million pesos) of gross product million pesos) million pesos) ratio (pesos) 
q@) 2) ) 4 (5) (6) (7) (8) 
L945 28 wetunie nehactor 15.4 40.9 = = 40.9 116.0 0.35 6,712 
T9AG: a. escaiee ee ets 15.6 49.7 5.4 10.9 44.3 119.9 0.37 7,147 
LOA ese owen 15.9 56.8 6.2 10.9 50.6 125.9 0.40 8,029 
LOAS sfiystepecseteer oe 16.3 57.9 a.0 9.8 2.2 134.9 0.39 8,157 . 
L94O ee acuscatrttcns 16.7 Sfayn i) 2.6 4.9 50.5 142.7 0.35 7,776 
1950 +. eee 17.2 Dei. 2.2 4.1 51.5 150.7 0.34 7,680 | 
LOST csos ahora rere 17.6 Doe 0.1 0.2 Done 157.3 0.34 7,825 
1952). sferscunonye sreatens 18.0 48.5 —0.4 —0.8 48.9 161.5 0.30 6,891 


Sources and methods 


Col. (1): Official data published in Sintesis Estadistica Mensual de la Repiblica Argentina, Presi- 
dencia de la Nacién, Ministerio de Asuntos Técnicos, Buenos Aires, Argentina, 


Cols. (2), (3), (4), (5) and (6): See general note at the end of chapter I for general explanation 
of concepts and methods. The basic source for the gross product data on Argentina is an unofficial 
and unpublished study which carries forward, for the years 1946-52, the gross product and output 
estimates for the years 1935-45 as published in La Renta Nacional de la Repti, Argentina, 
Banco Central de la Republica Argentina, Buenos Aires, Argentina, 1946. In this latter study are 
presented: (1) the gross product, by activity sector, in current prices, and (2) output, by activity sector, 
in 1935 prices, based upon the multiplication of indexes of oe ci aie volume of the production of 


goods and services by the 1935 gross product activity sectors. 
will be replaced by official data when published. 


Col. (2): Col. (5) plus col. (3). 


he gross product data here presented 


Col. (3): Based on an index of the terms of trade calculated by the United Nations Economic 


Commission for Latin America. 


Col. (4): Col. (3) as a percentage of col. (2). 


Col. (5): See reference above. 


Col. (6): See the general note at the end of chapter I for a discussion of the general concept and 


methods used in estimating the stock of capital. 


he following is a summary of the sources and 


methods used in estimating the stock of capital in Argentina. As is indicated in the general note at the 
end of chapter I comprehensive and partial censuses of the stock of capital have been combined with 
time series on gross and net capital formation all expressed in 1950 prices, to yield a continuous esti- 
mate of the depreciated replacement value of the stock of capital, in 1950 prices. The description of 


the sources and methods is divided into two parts: (1) 


oss investment; and (2) the integration of the 


gross investment data with census benchmarks to develop the estimates of the stock of capital. 
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Analysis by selected countries 


(1) Gross investment 

The estimates of gross investment here used are based on the unofficial (and, as yet, un- 
pe) study: Estudio de la capitalizacién bruta de la Argentina, 1900-1950, by Dr. César H. 

elatinde, University of Buenos Aires, Buenos Aires, Argentina. In this study, gross invest- 
ment is defined as comprising: (1) durable equipment, machinery and vehicles, including both 
domestically produced and imported equipment; (2) construction and improvements, including 
public works, railroads, private building, and agricultural improvements, and (3) changes in the 
stock of cattle. Consumer durable goods and changes in inventories, other than the stock of 
cattle, are excluded. In addition, it was believed, by the author, that the estimates probably 
underestimated (a) some types of durable equipment, such as tools and office furniture, (6) some 
types of investment in public services, such as trolley lines and telephones, and (c) some types 
of construction activity and improvements, such as mines. It may thus be inferred that the 
estimates of gross investment here used probably understate the level of investment in Argentina. 

The gross investment series, expressed in current prices, was deflated through the use of 
the implicit gross product deflator, for the years since 1935, and a cost-of-living index for earlier 
hag The latter is taken from an iaipablished study, Argentine Business Cycles, 1900-1950, 

y Francisco Garcia Olano and César H. Belatinde, Buenos Aires, Argentina. 

For the method of estimating gross investment, by major activity sector, see the note to 
table 27. 

(2) Stock of capital 

The stock of capital estimates are by United Nations ECLA, based on combining the gross 
investment estimates of Belatinde, by activity sector, and by type of good, less depreciation, with 
census benchmark estimates of the stock of capital. As here used, the stock of capital is defined 
as the depreciated replacement value (in 1950 prices) of reproducible tangible and durable 
capital goods. Land, consumer durable goods, inventories other than catile, and monetary 
metal are excluded from the stock of capital. 

The main census benchmark sources for estimates of the stock of capital are as follows: 
a. The “Census of 1914” provided a benchmark estimate of the value Gf agtieulfarél improve- 

ments (instalaciones rurales fijas), agricultural machinery (maquinaria y utiles agricolas), 
and the stock of cattle (Gane: 

b. The study Riqueza y renta de la Argentina; su distribucién y su capacidad contributiva, by 
Alejandro E. Donge Buenos Aires, Argentina, 1917, provided a benchmark estimate of the 
value of producers’ durable equipment in industry (maquinaria industrial y titiles de trabajo) 
and buildings (edificacién) ; 

c. An estimate of the value of railroads, including rolling stock, equipment, construction and 
major improvements, made in 1911 by the ex-Director Chel of Railroads, provided a 
benchmark estimate of the capital stock in railroads. 

d. The Census of Industry in 1935, which reported the value of the stock of capital, was used 
as a check on the validity of the estimate of the stock of capital in industry. The difference 
meckut the two estimates, when adjusted for prices and comparability of coverage, was 
negligible. 

e. The Census of Industry in 1946, which reported the value of the stock of capital, at original 
cost, was not used for two main reasons. One was the multiplicity of valuation problems 
inherent in distributing original cost valuations, by year of origin. The other involved the 
problem of expressing values in terms of a common price-level, especially in view of the price 
increases recorded in the decade prior to 1946. 

Capital stock sectors, for which no comprehensive universal measures were available, 
include imported vehicles, and public works. The value of the stock of capital for these groups 
was estimated for a base year by cumulating gross investment, in 1950 prices, beginning with 
the year 1900, for a number of years equivalent to one-half of the estimated useful life of the 
capital good. For a theoretical discussion of the methodology here used, see Goldsmith, The 
Growth of Reproducible Wealth of the United States of America from 1805 to 1950, op. cit. 

The estimates of the stock of capital for benchmark years, by sector and by type of capital good 
were extended year by year, by means of net annual investment series by sector, and by type of 
capital good. The net investment series were derived by subtracting from the gross investment 
series, year by year, the estimated real depreciation of the stock of capital, by sector and by type 
of capital good, in accordance with the estimated useful life of each type of capital good. 

he method of estimating the composition of the stock of capital, by main activities and the 
nein Bes on the length of useful life of each type of capital good, are discussed in the note to 

table 27. 

Col. (7): Col. (5) divided by col. (6). 


Col. (8): Col. (5) divided by the estimated Ra logit For 1947, the active population 
y Ce 


data are from the population census of that year; see / 


nso General de la Nacién, 1947, Resultados 


Generales del Censo de Poblacién, Informe D.1, Presidencia de la Nacién, Ministerio de Asuntos Téc- 
nicos, Direccién General del Servicio Estadistico Nacional, Buenos Aires, Argentina, 1951. : 
For other years, the active population was estimated by the United Nations Economic Commis- 


sion for Latin America. 


3. CAPITAL ACCUMULATION AND PRODUCTIVITY 


It is now necessary to consider the factors which de- 
termined the increase and subsequent decrease of output. 
During the period of expansion of the gross product, the 
high rate of capital accumulation was associated with an 
increase in the output-capital ratio. During the subsequent 
recession, the rate of capital accumulation fell and the 
output-capital ratio declined even further. 

It is preferable to start by considering the changes in 
the rates. Between 1945 and 1948 capital stock expanded 
at an annual rate of 5.2 per cent, although this exception- 
ally high level was not maintained for long. Indeed, it 


declined to 2.7 per cent in 1952. Throughout the years 
1945-52, capital stock in Argentina increased by 39.2 
per cent, and capital per worker rose from an average of 
19,000 pesos in 1945 to some 22,000 pesos in 1952. 
This aspect of recent Argentine development may best 
be observed in the second chart at the top of plate 11. This 
chart also shows the fluctuations of the output-capital 
ratio. The rise in this ratio, until 1948, was probably due 
to the exceptional expansion of demand which facilitated 
a relatively full utilization of capital stock, even though 
there had been considerable new investment. Later, the 
drop in agricultural output tended to lower demand and 
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output in other activities, so that productive capacity was 
used to a lesser extent. This is undoubtedly the main 
reason for the downward trend of the output-capital ratio, 
although other factors may well have been involved. 


4. AVAILABLE GOODS AND SERVICES, CONSUMPTION AND 
INVESTMENT 


The general trend of available goods and services re- 
sembles that of the gross product, but they were not exactly 
identical. The first chart of plate 11 shows that available 
goods and services increased at a greater rate than did the 
gross product in the favourable years, while they de- 
teriorated less during the recent decline. The explanation 
for this lies in the changing role of the external trade 
sector, in accordance with important measures taken by 
the government. Whereas Argentina formerly required an 
export surplus to offset remittances of profits and interest 
due to foreign capital, this item has now been reduced 
to a relatively small amount as a consequence of the re- 
purchase of foreign-owned capital between 1945 and 1948. 
In addition to this considerable improvement in the geo- 
graphic balance of payments, during the past two years 
Argentina has made substantial use of its monetary re- 
serves and compensatory external short-term credits, to 
allow for an appreciable import surplus. These trends are 
carefully detailed in tables 22, 23 and 24, similar to those 
used in commenting on Latin America as a whole. From 
these tables, it may be seen that the available volume of 
goods and services in 1952 (50,100 million pesos) ex- 
ceeded the gross product by 1,600 millions. 

In this way, the sharp fall in the gross product during 
1951 and 1952 was partly offset by the relative main- 
tenance of the level of available goods and services which 
enabled consumption to remain as high as in 1950. The 
substantial reduction of investment also contributed to 
this result. It is evident that investment is more vulnerable 
than consumption to fluctuations in the gross product. In 
the years of prosperity, investment improved more than 
consumption, rising from 16.6 per cent of available goods 
and services in 1945 to the exceptional rate of 20.2 per 
cent in 1948, only to fall subsequently to 15.4 per cent 
in 1952. 


5. THE GROSS PRODUCT AND PER CAPITA CONSUMPTION 


An attempt will now be made to sketch in the over-all 
picture of recent trends, in terms of per capita rates of 
- development. For this purpose it is convenient to divide 
the seven years into two periods, as shown in table 21: 

Attention should be drawn to the extraordinary de- 
velopment between 1945 and 1948, in contrast to the sub- 
sequent period, 1948-52. It is remarkable that in the 


Table 21. Cumulative per capita rates of change in 


Argentina, 1945-52 


Percentages 
1945-48 1948-52 1945-52 
Grosaiproduelinre «ins saw ss i ore 10.2 —5.6 0.2 
CUTE UE aoe essen ie (oes 0.5.0) <taps Sock 6.4 —3.6 0.3 
Available goods and services... 14.3 —5.2 202 
Gonsernyonl acts lele tess sciia oncte 12.6 —4.1 2.3 
Dex Veptren ar pie lecrsiels bie ocesieces 22.3 —9.0 Vol 


Sources and methods 


Cumulative percentage rates of change based on table 20, cols. 
(1), (2) and (sh, and table 25, cols. (6), (7) and (8). 


earlier period an annual rate of increase of 12.6 per cen 
was achieved in per capita consumption; output, con 
versely, rose by only 6.4 per cent, despite the exceptiona 
expansion of investment. These phenomena were possibl 
as a result of the improvement in the terms of trade whic 
contributed to a larger growth in the gross product th 
in output. The smaller export surplus also contribute 
to this result, increasing the rate of available goods an 
services more than that of the gross product. This decreas 
in the export surplus resulted from the reduced require- 
ments for remittances of profits and interest, referred t 
above, and from the drawing down of monetary reserve 
accumulated previously. This may be seen from table 22. 

Between 1948 and 1952, external factors, or those as- 
sociated with them, also accounted for per capita con 
sumption declining at an annual rate of 4.1 per cent, whil 
output averaged a 3.6 per cent fall each year. It shoul 
also be noted that the relatively sharper decline of invest- 
ment favoured consumption. 

In effect, therefore, these external factors accentuate: 
the rates of growth during the earlier post-war years, as 
later they tended to reduce the extent of the decline. They 
thus contributed to an increase of per capita consumption, 
between 1945 and 1952, of 2.3 per cent annually, even 
though output rose at a rate of less than 0.3 per cent per 
capita. 

In any event, the period 1945-48 was exceptional and 
it is hardly probable that the factors which determined 
these high rates of expansion will recur in the near future. 
It is probably due to these considerations that the second 
five-year plan assumes an annual rate of expansion of 
only 3.6 per cent until 1957. 


6. THE CAPACITY FOR EXTERNAL PAYMENTS, THE 
CAPACITY TO IMPORT AND INVESTMENTS 


The general comments made in chapter I, concerning 
the close relationship between the capacity for external 
payments and investments, are also applicable to Argen- 
tina. The fluctuations of the capacity for external payment 
indicated on the first chart of plate 12 (tables 23 and 24) 
may now be studied. In Argentina, the capacity to import 
was influenced solely by the volume of exports and the 
effect of the terms of trade, since the inflow of foreign 
capital was negligible. From a total of 6,600 million pesos 
in 1945, the capacity for external payments rose to 11,500 
million in 1947, only to drop to about 4,050 million in 
1952. During the period of expansion, the improvement 
was mainly due to the terms of trade, which accounted 
for the equivalent of 53.8 per cent of the capacity for ex- 
ternal payments in 1947. In 1952, the capacity for ex: 
ternal payments fell to a low figure, following the sharp 
downward trend in exports. : 

The second chart at the top of plate 12 shows the re- 
lationship between the capacity for external payments and 
investment. The rates of investment and of external pay- 
ments generally followed the same trend as the gross 
product. However, it is surprising to note that the down- 
ward movement after 1948 was much more pronounced 
in the case of the capacity for external payments. Two 
other factors must be introduced in order to explain this 
phenomenon, namely, the repurchase of foreign-owned 
capital and the use of monetary reserves and compensatory 
external short-term credits by the monetary authorities. 

If the sum of the foreign repurchases is added to the 
curve of investments, it will be found that the trend of the 
latter rate follows that of the capacity for external pay- 
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CAPACITY FOR EXTERNAL PAYMENTS AND CAPACITY TO IMPORT, AND THEIR 
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INFLUENCE ON INVESTMENTS AND IMPORTS, IN ARGENTINA, 1945-52 
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Plate 13 


GROSS PRODUCT, OUTPUT AND THE TERMS OF TRADE, BY ACTIVITIES. 
IN ARGENTINA, 1945-52 


Gross product and output Output 
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(Natural scale) (Semi-logarithmic scale) 
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nents more closely. This should be borne in mind when 
valuating the strength of Argentine investment during 
his period, since the resources used in repurchasing 
oreign-owned capital might also have been employed for 
ew capital investment. 

The influence of compensatory external short-term 
redits contracted by the monetary authorities upon the 
lifference between the coefficients of capacity and invest- 
nent, is apparent. Had monetary reserves and such 
ompensatory loans (amounting to 652 million pesos in 
951 and approximately 1,673 million pesos in 1952) 
ot been used, investment would undoubtedly not have 
ttained the level of 10,000 and 7,700 millions respec- 
ively for these two years. This largely explains how a 
harp decline in the rate of capacity relative to the gross 
oduct (from 16.1 per cent in 1945 to 8.2 per cent in 
952) coincided with a slight improvement in the rate 
f investment—that is, from 14.9 per cent to 15.9 per 


cent—over this period. However, this factor is un- 
likely to continue. As a result, the future rate of invest- 
ment will depend mainly on the recovery of exports and 
on tendencies in the terms of trade, assuming that the 
flow of foreign capital remains at its present low level. 
Two facts should be emphasized in relation to the 
capacity to import and imports. The first is stressed in 
the third chart of the plate. During the past four years. 
the capacity to import closely matched the capacity for 
external payments, since remittances were practically 
eliminated as a result of substantial repurchases of 
foreign-owned capital. Some remittances must still be 
made, but in the past few years these have been limited 
by the severity of official exchange restrictions. The 
second fact concerns the difference between imports and 
the capacity to import. With the exception of 1945, 1946 
and 1950, imports were greater than the capacity to 
import, as indicated in the fourth chart. This was achieved 


Table 22. Movements of external payments which tend to increase or decrease available goods 
and services, in Argentina 1945-52 
(Millions of pesos at 1950 prices) 
A. Factors which tend to increase available goods and services 
Inflow of foreign capital mictoent of 
Imports of monetary reserves Total 
Years Capital capital in the Total and official 
form of goods short term credits 
(1) (2) (3) 4 (5) 
ROA emer e peeeieadt eyes ales 20sec epet eg He cgeies she ofa -Mie sie = - - - = 
TCHS SES HS OREO Se CRIME TA OO Oo ee AEA = = - - a 
"(0 poem af pace RD da enamel ES 2 A 2,018 2,018 
1 es 8 Gai Siem ioe carts ene 8 ono oes OS eee 38 = 38 2,024 2,062 
OA ek Bes rar epee tan cre cat laoxs orateteoeee) calito ckehe ess, 70 180 250 238 488 
IRE E oi-ciaks coat ee ce Ob.s dns ech Eamon ate 44, 252 296 — 296 
FH 
OS Titers theres bere yee cee Tal SORES A Sie areesereh eds 856 856 652 1,508 
OE ret tote cia eee Bh sf Ae ar aaste Napuetntias seatstad @isvatefes stk 1,673 1,673 
B. Factors which tend to decrease available goods 
and services C. Net results 
Increase of Errorsand The capital accounts 
Remittance Repurchase official mone- Outflow of omissions in of the geographic 
of profits of foreate tary reserves long-term Factors of Factors of the total _ balance of payments 
Years and owned and decline and short-term Total increase decrease geographic which covers excess 
interest capital in official short- _ capital balance of of imports or 
term credits payments exports (—) 
(6) (7) (8) (9) (10) (11) (22) (13) (14) 
1945... 944 15 2,880 279 4,118 = 4,118 154 —3,964 
1946... 1,012 1.73% 537 741 4,027 L 4,027 —198 —4,225 
1947... 561 766 4 274 1,601 2,018 1,601 —T75 —358 
1948... 51 2,740 = = 2,791 2,062 2,791 1,201 A72 
1949... 65 19 % » 84 488 BA 427 831 
1950... 19 : 542 . 561 296 561 —466 -724 
1951... 168 23 : = 186 1,508 186 156 1,478 
1952... 6 = = 5 = 1,673 = —97 1,576 


Sources and methods 
See general note at the end of chapter I on the balance of at sat 


1945: Balance of Payments 1939-45, United Nations, New 


ork, 1948. 


1946-50: Balance of Payments Yearbook, International Monetary Fund. 
1951-52: Accounts of the Central Bank of Argentina, Review of the River Plate; Memoria Anual, 1951, Banco Central 
de la Republica Argentina; and International Financial Statistics, International Monetary Fund. 


For definitions and coverage of the column headings, see Balance of Payments 


Fund, vols. 3 and 4. 


Col. (3): Totals obtained from Memoria Anual, 1951, Banco Central de la Reptiblica Argentina, p. 22. 


earbook, International Monetary 


Imports 


of capital in the form of goods (sin uso de divisas) comprise the difference between this total and the net credit figure 
reported as ‘‘private capital movements” in the Balance of Payments Yearbook, vol. 4, op. cit. 
Col. (4): Comprises the totals included in the Balance of Payments Yearbook headings ‘changes in loans and short- 


term assets” and “‘changes in monetary gold”. 


A U.S. Export-Import Bank credit is included in the total for 1951. 
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Plate 14 


RELATIONSHIP BETWEEN AVAILABLE GOODS AND SERVICES, CONSUMPTION AND 
INVESTMENT, AND IMPORTS, IN ARGENTINA, 1945-52 


(Natural scale) 
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; Table 23. Exports and imports of goods and services in Argentina, 1945-52 
: (Millions of pesos at 1950 prices) 
Imports Exports ae 
Years Trans- Other Trans- Other imports or 
Goods ort services Total Goods port services Total exports (—) 
(@) (2) (3) (4) (5) (6) (7) (8) (9) 
Og Sas Fae ae 2,149 377.198. 2,649 6,056 467 90 6,613 —3,964 
RG ie | oars 4,335 T6SESIST 5,285" 8873-520 67 «= 9,460 —-4, 295 
OA armoire eters. «01 ofeccuseer cic 9,216 1,628 349 11,193 11,044 507 = 11,551 —358 
STO ee 8,090 1,430 | 256 9,776 8,984 320 - 9,304 A72 
Cg na aia ae eR 5,870 1,036 » 219 7,125 6,012 212 70 6,294 831 
MOSO SS ava e se tiess aie yee 9,601 OOO Melo 6,741 7,398 113 = 7,465 —724 
OSU ered kerry hagee ns ssberivs +e 71,132 1,257 & 204 8,593 6,853 180 82 7,115 1,478 
WEY coerien o SGctgtine on ae 4,637 817 & 171 5,625 3,877 172 = 4,049 1,576 


Sources and methods 
See general note at the end of chapter I on the balance of payments. 


For general sources, see notes to table 22. 


Col. (1): Data converted from c.i.f. to f.o.b. basis by uniform deduction of 15 per cent. 


Col. (2): Equivalent to the 15 per cent deduction from the c.i.f. import totals. 
Col. (6): Net credit items reported in the Balance of Payments Yearbook under ‘“Transportation account’. 


Years 


1945 and 1952 estimated by United Nations Economic Commission for Latin America. 


yy resorting to monetary reserves and compensatory ex- 
ernal short-term credits, as explained above. 

During 1952, the excess of imports of goods and 
ervices over the capacity to import enabled Argentina 
o maintain a relatively high rate of imports in relation to 
wailable goods and services (11.2 per cent) as compared 
vith the position in 1945. This may clearly be observed 
n the second chart of plate 14 (table 25). In 1947, the rate 
f investment had reached almost 19.8 per cent, a level 
vhich had not been attained in Argentina for many 
ears. 


IMPORTS OF CAPITAL GOODS AND OTHER GOODS AND 
THEIR RELATIONSHIP TO THE GROSS PRODUCT 


In the other three charts, attention should be drawn 
o some aspects of the import trend, as compared with 
he gross product. The rate of imports will be reviewed 
irst. Imports of capital goods, in relation to total invest- 
nent, still retained a fairly high rate in 1952 (26 per 
ent), compared with the beginning of the period. This 


fable 24. The gross product and available goods and 
services for consumption and investment, in Argen- 


tina, 1945-52 
(Thousands of million pesos at 1950 prices) 


Excess of Available 

Gross product imports goods and 
Years or exports (—) services 

(1) (2) (3) 

EE ieee Ai 40.9 —4.0 36.9 
AG Mere: c<\e.2': 49.7 —4.2 45.5 
Ln eee 56.8 —0.4 56.4 
Eee Sel seni FH o7.9 0.5 58.4 
DAD were wit le. +s oo ok 0.8 53.9 
SO Bc cencreheri yas Oo .0 —0.7 53.0 
TS ane ee 53.3 1.5 54.8 
BES eee oe (2 tle. + 08s 48.5 1.6 50.1 


Sources and methods 
Col. (1): Table 20, col. (2). 
Col. (2): Table 23, col. (9). 
Cel. (3): Col. (1) plus col. (2). 


explains why such imports still constituted such an ap- 
preciable proportion (35.4 per cent) of total imports 
in 1952. Conversely, the import rate for other goods, in 
relation to total consumption, hardly varied from the 
10.1 per cent level recorded for the period 1945-52. This 
would appear to indicate that, during the period under 
review, Argentina was able to maintain a relatively 
moderate rate of imports in relation to consumption 
because of its industrial development and strict import 
controls. In effect, the tendency for certain imports to 
expand more than consumption was evidently offset by 
substituting other imports by domestic production. This 
does not apply to capital goods. Substitutions in this 
sector were inadequate to prevent the coefficient from 
rising. It is easy to understand the urge to provide 
greater incentives for the production of capital goods, 
beginning with the expansion of basic iron and steel 
industries. Structural changes of this nature seem essen- 
tial, in order to re-establish a more stable rate of expan- 
sion in Argentina. 


8. INVESTMENT, OUTPUT AND PRODUCTIVITY BY ACTIVITIES 


The reduction of agricultural output since 1948 and 
the deterioration in the terms of trade have exercised 
a dual influence. On the one hand, they affected general 
demand adversely and, on the other, they reduced the 
capacity for external payments, thereby depriving do- 
mestic activities of the increasing volume of imports 
essential for their continued growth. As noted above, 
in view of the fall in the capacity for external payments 
in 1952, the government was obliged to adopt deflation- 
ary credit, exchange controls and wage-price policies, in 
an effort to contract domestic demand. As a consequence, 
output and investment in manufacturing and other activi- 
ties fell sharply. 

Despite these limiting factors, which became even more 
intense in recent years, manufacturing has been able to 
maintain a large part of the gains achieved earlier. As 
seen in table 26, after a decline between 1948 and 1949, 
there was an ensuing rise until 1952, at which time the 
limiting factors already mentioned provoked a fall of 
7.5 per cent. For the period 1945-52 as a whole, how- 
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Table 25. Available goods and services, consumption and investment in Argen- 
tina, 1945-52 


(Pesos at 1950 prices) 


The gross product, investments and consumption in Latin Americ 


Ratio to the total Per capita 
Consump- Invest- Available 
Total tion ment Consump- Invest- goods and Consump- Invest- 
tion ment services, tion ment 
Years total 
(thousands of million pesos) (percentage) (pesos) 
(1) (2) (3) (4) (5) (6) (7) (8) 
1945: «2 5 Sota tives 36.9 30.8 6.1 83.4 16.6 2,396 2,000 396 
19467 0 r oe anes 45.5 39.0 6.5 85.8 14,2 2,917 2,500 417 
1947. 2a Raha eee ere: 56.4 47.8 8.6 84.8 Ly 3,547 3,006 541 
1948: Sergi cic eer 58.4 46.6 11.8 79.8 20.2 3,583 2,859 724 
LO4G Ss a. ae eeioatns 53.9 43.0 10.9 79.8 20.2 3,228 PA sewAS) 653 
LOSO ss eres cece eee 53.0 42.2 10.8 79.6 20.4 3,081 2,453 628 
OST So arctan eee 54.8 44.8 10.0 81.8 18.2 3,114 2,545 568 
1952). Laie nets 50.1 42.4 Tet 85.6 15.4 2,783 2,356 428 
Sources and methods 
Col. (1): Table 24, col. (3). 
Col. (2): Col. (1) less col. (3). See general note at the end of chapter I. 
Col. (3): See note to table 20. 
Col. (4): Col. (2) as a percentage of col. (1). 
Col. (5): Col. (3) as a percentage of col. (1). 
Col. (6): Col. (1) divided by table 20, col. (1). 
Col. (7): Col. (2) divided by table 20, col. (1). 
Col. (8): Col. (3) divided by table 20, col. (1). 


ever, the rate of growth in manufacturing output was 
3.1 per cent annually. Agriculture, conversely, has 
experienced more adverse than favourable years, and, 
accentuated by the strong impact of the 1952 drought, 
agricultural output showed an annual rate of decline 
of 1.4 per cent between the years 1945 and 1952. 

In other activities, the greatest increase was recorded 
in 1947, a rise of 16.5 per cent, due presumably to public 
works projects. Thereafter, the rate of growth declined 
and output in this sector fell in 1952, as a result of 
developments in agriculture and manufacturing. 

It is clear that the growth of manufacturing industries 
was in many cases stimulated by the need to cover import 
deficiencies, widening its domestic market and overcoming 
depressive factors at least until 1951. 

These fluctuations of output are naturally reflected in 
productivity. The output-capital ratio generally tended 
to drop. On the basis of existing data, it is impossible 
- to ascertain to what extent this was caused by changes 


Table 26. Annual rates of change in output, by activi- 
ties, in Argentina, 1945-52 


(Percentages) 
Agricul- Manufac- Other All 
Years ture turing activities activities 
UL a 7 ae a 4.7 12.8 7.4 8.2 
1947... vii 15.2 16.5 14.2 
TANS Sor Gietae s}<oic;3 «'s.< —0.6 i 5.8 3.2 
1949... —7.3 —3.7 —1.3 —3.2 
1950.. —3.4 3.0 aiadl 1.8 
1951.. 5.9 245 3.0 3.4 
1952). seer teat nites cs —15.2 —7.5 —5.8 —8.1 
T9O85-52) 2a LG s- oin'e —1.4 3 3.8 2.6 
Sources and methods 


Based on table 27, cols. (4) and (10). 


in the composition of investment. There can be no doub 
however, that the most important factor lies in th 
pressures which reduced the utilization of the growin 
productive capacity. 

The decline in the output-capital ratio after 1948 is 
striking, both in the sector of manufacturing and con- 
struction, as well as in the group of other activities, owing 
to the influence of the depressive factors. The same phe- 
nomenon is also reflected in output per worker. 

The decrease in the output-capital ratio for agricul- 
ture has already been explained in this chapter. It is 
nevertheless of interest to note that the output per worker 
(excluding the poor harvest year of 1952) remained 
fairly stable, since the downward trend of output coin- 
cided with a similar tendency for the labour force em- 
ployed therein. 

The downward trend in the output-capital ratio, on 
the other hand, points to the disparity between capital 
accumulation and output. Plate 15 (table 27) will be 
used to analyse this aspect. 

Capital has expanded continuously in the three groups 
of activities, although at different rates. In agriculture, 
investments were increased during the first four years 
of the period 1945-52 because of advantageous relative 
prices. Since 1949, however, the movement was reversed, 
with an accentuated decline in 1952. It is difficult to 
foresee the point at which these lower investments will 
affect the productive capacity of land in Argentina. 
However, it might be assumed that much greater capital 
will be required for agriculture in the future, in order 
to compensate for the recession in the last few years. 
Government plans for assisting farmers to purchase ma- 
chinery, farm buildings and breeding stock are accord- 
ingly based upon this latter objective. 

For manufacturing and construction there was a 
noticeable decline in investment after 1948, although 
the 1952 figure is considerably above the 1945 level. 
In other activities, the level of investment in 1952 was 
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Plate 15 


INVESTMENT, CAPITAL STOCK, OUTPUT AND PRODUCTIVITY, BY ACTIVITIES, 
IN ARGENTINA, 1945-52 
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48 Part I. The gross product, investments and consumption in Latin Americ 
Table 27. Investment, capital stock, output and productivity, by activities, in Argentina, 1945-52 
(Pesos at 1950 prices) 
Gross Output Gross Output 
Investment Capital stock _ product Output —————————_ Investment Capital stock product Output 
Output- Output Output- Output 
VERS capi per capital per 

ratio worker ratio worker 

(millions of pesos) (pesos) (millions of pesos) (pesos) 

() (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) 

A. Total B. Agriculture 

NOS Firs dee hares reat 6,158 115,974 40,945 40,945 .35 6,712 862 26 , 882 9,456 9,456 .35 4,467 
LOAG Sore eek 6,509 119,872 49,668 44,312 .37 7,147 944. 27,331 12,864 9,900 .36 5,038 
WOAT Sas secs os oimsic 8,664 125,895 56,800 50,58@ .40 8,029 1,147 27,768 12,326 10,666 .38 5,942 
HOARE Soka) 11,827 134,893 57,892 52,204 .39 8,157 1,384 28,382 11,463 10,600 .37 6,023 
1949. 10,929 142,723 9 53)l449 75055429935) 0, 776 871 28,679 9,566 9,825 .34 5,663 
AQ5O 8. Sesser See 10,809 150,720 53,659 51,460 .34 7,680 850 29,045 9,712 9,494 .33 5,536 
LOG ctw stoisintnaretels 10 045 1577330) 9 (53 SoD mDo), 21 Oe OA mn nol 887 29,433 10,595 10,052 .34 6,059 
OGD een apie Meet 7,670 161,507 48,514 48,926 .30 6,891 663 29 ,667 9,373 8,529 .29 4,805 
C. Manufacturing and construction D. Transport, commerce, government and public utility service 

iD) Gene oss ae 1,606 11,292 10,977 10,977 .97 8,450 3,690 77,800 205512) 20,512" <2655 76am 
VOAG? oisieicie-e ccc 2,121 12,075 135,758) 125382, 00.02) 8722756 3), 444: 80,466 23,046 22,030 .27 8,076 
OAT ch cie cee cere & 3,561 14,317 16,131 14,259 1.00 7,944 3,956 83,810 28,343 25,661 .31 9,469 
NOG ie Reef Baron 4,408 17,190 17,541 14,446 .84 7,920 6,035 89,321 28,888 27,158 .30 9,644 
SO area Weer hel oisy fas 3,748 18,915 16,634 13,908 nipieatheesh | wee iil) 95,129 26,944 26,809 .28 9,165 
U0) ORES Cela ceo o 4,045 20,710 16,688 14,325 -69 7,806 5,914 100,965 27,259 27,641 21 6.8, Tie 
OSS otoyire?— iene aes 3, 666 22,338 17,889 14,687 66 7,825 5,492 105,559 24,871 28,471 .27 8,723 
OSD ta. cette 2,899 23,272 16,660 13,589 .58 7,089 4,108 108,568 22,481 26,808 .25 7,866 


Sources and methods 


Cols. (1) and (7): See general note at the end of chapter I and 
the note to table 20, for a general description of the sources, 
methods, and concepts. 


The estimates of gross investment, by type of investment, were 
grouped, by activity, as follows: 


I. Primary industries (agriculture) 

a. Agricultural improvements. 

6. Agricultural machinery imports. 

c. Changes in the stock of cattle. 

d. Of the estimated domestic production of producers’ durable 
equipment, the share attributed to primary industries was 
estimated to have increased from 10 per cent, in 1900, to 
25 per cent, in 1952. 


Trane ee industries (manufacturing and construction) 

a. Of the estimated domestic production of producers’ durable 
equipment the share attributed to the transforming indus- 
tries was estimated to have increased from 10 per cent, in 
1900 to 50 per cent in 1952. 

b. Imports of non-agricultural machinery (excluding imports 

of railroad equipment). 

One-half of the imports of vehicles. 

. The share of building activity attributed to the transform- 

ing industries varied as follows: 
1900-40: 10 per cent; 

1941: 11 per cent; 

1942: 12 per cent; 

1943: 13 per cent; 

1944: 14 per cent; 

1945-52: 15 per cent. 


III. Service industries (transport and communications, public 
utilities, commerce, and government) 


Il. 


Pas) 


approximately the same as in 1945. Between the years 
1945 and 1952, the highest rate of expansion of capital 
stock was that of manufacturing and construction, which 
rose at an annual rate of 0.9 per cent. This was followed 
by other activities, showing a rate of 4.9 per cent, and 
lastly by agriculture with 1.4 per cent. 


a. Imports of railroad equipment and materials plus com 
struction activity and improvements. 

Public works. 

All building activity except that included in transformin 
industries. 

. One-half the imports of vehicles. 

Domestic production of producers’ durable equipmen 
except that attributed to primary industries and transform 
ing industries. 

Cols. (2) and (8): See general note at the end of chapter I an 
the note to table 20, for a general description of the sources 
methods, and concepts. 

The estimates of the stock of capital, by type of capital good, we 
grouped by activity, in the same manner as indicated in the note 
to cols. (ly and (7). 

The length of useful life assumptions which were used to estimat 
depreciation are as follows: 

. Agricultural improvements—50 years. 

Agricultural machinery—20 years. 

Producers’ durable equipment (non-agricultural)—20 years. 

. Vehicles—20 years. 

Buildings—50 years. 

Railroad equipment, construction and improvements—33 yea 

. Public works 50 years. 

Cols. (3), (4), (9) and (10): See the general note at the end 0 
chapter I and the notes to tables 12 and 20 for a general descriptic 
of the sources, methods and concepts. 

Col. (5): Col. (4) divided by col. (2). 

Col. (11): Col. (10) divided by col. (8). 

Cols. (6) and (8): Cols. (4) and (10), respectively, divided hb 
eaere of active persons, by main activity sectors. See note 
table 20. 


SS 


is) 


FAS AS oA 


9, RELATIVE PRICES, BY ACTIVITIES 


The statistical material used for the preceding analyse 
was inadequate in some respects. As a result, interpreta 
tion of such data involves certain reservations, whicl 
also apply to the following remarks. Despite the la 
of precision involved, it is useful to have a preliming 
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timate of the effect of relative prices, as carried out 


r Latin America as a whole. 


In the case of Argentina, there are distinctive features 
the tendencies. Manufacturing was greatly favoured 
; the remarkable improvement in the terms of trade 
ter 1945. This is readily observed in the first chart 
plate 13 (table 28). The gross product arising from 
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manufacturing developed much more intensely than 
output, owing to the favourable trend of relative prices 
throughout the period. 

A different phenomenon may be observed in agricul- 
ture, since after an exceptional period in 1946-47, 
relative prices caused a decline in the favourable effects 
to a point at which the margin between the gross product 


Table 28. The gross product, output and relative prices, by activities, in Argen- 
tina, 1945-52 
Gross product Output Indices of Gross product Output Indices of 
Se relative prices relative prices 
Years (millions of pesos at 1950 prices) 1945 = 100 (millions of pesos at 1950 prices) 1945 = 100 
() (2) (3) (4) (5) (6) 
A. All activities B. Agriculture 

OAS sry oi ees 40,945 40,945 100.0 9,456 9,456 100.0 
ROAG cfepoaye pnt ern 49 , 668 44,312 161.0 12,864 9,900 129.9 
On aleearat Renee sha: 56,800 50,586 174.0 12,326 10,666 115.6 
TO AB tec ore inva tate 57,892 52,204 177.9 11,463 10,600 108.1 
OAD vicrerei arte <a 518 53,144 50,542 148.0 9,566 9,825 97.4 
OSOR ee cr sie cia: 53,659 51,460 129.9 9,712 9,494 102.3 
NOS Tracers. - 53,355 53,210 102.6 10,595 10,052 105.4 
QO DUM alah etciss << 48 ,514 48 , 926 92.2 9,373 8,529 109.9 

C. Manufacturing and construction D. Other activities 
OAS Reis athe, e sisiets 10,977 10,977 100.0 20,512 20,512 100.0 
LOAG rotereetn cee 13,758 12,382 TESA 23,046 22,030 104.6 
QAI ores aierene% « 16,131 14,259 113.1 28, 343 25,661 110.5 
TOG titde = eases 17,541 14,446 121.4 28 , 888 27,158 106.4 
TOAD 4 oa. se ees 16,634 13,908 119.6 26,944 26, 809 100.5 
1950. 16,688 14,325 116.5 27,259 27,641 98.6 
UO Sil sie mean acias 17,889 14, 687 121.8 24,871 28,471 87.4 
NOG 2 reise fete parsh 2 16,660 13,589 122.6 22,481 26, 808 83.8 


Sources and methods 


Cols. (1), (2), (4) and (5): Table 27. 
Cols. (3) and (6): See note to table 12, col. (3). 


Table 29. Total capacity for external payments and the capacity to import in Argentina, 1945-52 
(Millions of pesos at 1950 prices) 


A. Total capacity for external payments 


B. Capacity to import 


Effect of the Capacity to import Imports 
Inflow Effect of terms of Total Remittances Repurchase (6) —(7+8 of goods 
Years Exports of Total capacity theterms  tradeasa capacity of profits of foreign- and 
foreign _ for external oftrade percentage _for external and owned Abso- As a percent- services 
capi payments since 1945 of to payments interest capital lute age of total 
capacity figures pacity 
() (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 
Rep ae hats erst. chs 6,613 - 6,613 = = 6,613 944, 15 5,654 85.5 2,649 
PM eke ies 9,460 em lnnO= 460 5356) 56.6... 9.460" 1012 «1,787 «6,711. 70.9 «5,238 
WTP ret isie ol vere. asic Lio = IV ,551 6,214 53.8 11,551 561 766 10,224 88.5 11,193 
MS ee the Fie WO wigss, 9,304 38 9,342 5,688 60.9 9,342 51 2,740 6,551 70.1 9,776 
Beet risNehis < 6,294 250 6,544 2,602 39.8 6,544 65 19 6,460 98.7 7,125 
SL OENERE S iGysiesrta.t3. 5 7,465 296 7,761 2,199 28.3 7,761 19 = 7,742 99.8 6,741 
SEI s (cas 24) vere Applic 856 7,971 145 1.8 7,971 163 23 7,785 97.7 8,593 
VAS diye te RRA 4,049 4,049 —412 —10.2 4,049 ae = 4,049 100.0 5,625 
Sources and methods 

iol. (1): Table 23, col. (8). Col. (7): Table 22, col. (6). 
tol. (2): Table 22, col. (3). Col. (8): Table 22, col. (7). 
tol. (3): Col. (1) plus col. (2). Col. (9): Col. (6) less cols. (7 + 8). 
iol. (4): Table 20, col. (3). Col. (10): Col. (9) as a percentage of col. (6). 
Jol. (5): Col. (4) as a percentage of col. (3). Col. (11): Table 23, col. (4). 


rol. (6): 


Col. (3). 
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and output disappeared completely. One factor, however, 
referred to in chapter I, is operative in this case, although 
its influence cannot yet be measured. A considerable 
proportion of the gross product, obtained during the 
period when the relative prices were favourable, did not 
remain in agriculture, by virtue of the price policy in 
force at the time. Agricultural income was transferred 
elsewhere through two main channels. Firstly, there 
was the direct effect of relatively low agricultural prices, 
which favoured consumption in other sectors. In this 
case, there was an appreciable transfer of the product 
to urban centres, where the impact of a policy of agricul- 
tural incentives (such as that described at the beginning 
of this chapter) must now inevitably fall. The second 
channel consisted of the transfer of the product by fiscal 
means. The substantial resources provided by the differ- 
ence between foreign and domestic prices enabled the 
State to increase its expenditures and investment con- 
siderably. These in turn affected the distribution of the 
product arising from each sector of activity. 


Table 30. The ratio of the capacity for external pay 
ments and investment to the gross product in Argen 
tina, 1945-52 


Capacity for 
exten 
payments 
Years Absolute fi, 
(thousands of million pesos at As a@ percentage of the 
1950 prices) gross product 
(1) (2) (3) (4) 
ania 6.6 6.1 16.1 14.9 
afd 9.5 6.5 19.1 He 
RaSaS 1.6 8.6 20.4 LSed 
Halaae 9.3 11.8 16.1 20.4 
sats 6.5 10.9 12.2 20.5 
cri c 7.8 10.8 14.5 20.1 
aielobeys 8.0 10.0 15.0 18.8 
sheer 4.0 fail 8.2 15.9 


Sources and methods 
Col. (1): Table 29, col. (3). 

Col. (2): Table 25, col. (3). 

Col. (3): Col. (1) as a percentage of table 20, col. Be 
Col. (4): Col. (2) as a percentage of table 20, col. (2 


Table 31. Composition of imports in Argentina, 1945-52 
Total Consumer Raw Capital Consumer Raw Capital 
imports goods material Fuels goods goods material Fuel goods 
Years (millions of pesos at 1950 prices) (as a percentage of the total) 
(1) (2) (3) (4) (5) (©) (7) (8) (9) 
1945... 2,649 1,036 1,070 191 352 39.1 40.4 7.2 13.3 
1946... 5,235 1,575 1,482 660"! 15168" 30.1. 98 B ie 6a. 90-8 
1947... 11,193 3,123 2,496 907 4,667 27.9 22.3 8.1 41.7 
1948... 9,776 1,828 ‘2,319 1,008) 4,684-5718:7 | 29.70 “313. 47-4 
19497. | 7,125 1,104 2,138 933 2,950 lias: 30.0 13.1 41.4 
1950... 6,741 802 1,989 1,153 2,797 11.9 29.5 Liga! 41.5 
1951... 8,593 1,057 2,896 1,435 3,205 12:3 33.7 16.7 37.3 
1952...’ 5,625 664 «1,530 1,440, 16901) = 12.8 © 27:2 | a5.6 asia 
Sources and methods 


Col. (1): Table 23, col. (4). 


Cols. (2), (3), (4) and (5): Col. (9) multiplied by cols. (6), (7), (8) and (9) respectively. 
Cols. (6), (7), (8) and (9): Based on a tabulation of the quantum of imports in 1948 prices made 
by the United Nations Economic Commission for Latin America. 


Table 32. 


Relative importance of imports with respect to investment, consump- 
tion and available goods and services, in 


gentina, 1945-52 


Ratio of Consumer goods Raw material Fuels Ratio of total imports 
capital goods to available goods 
Years to investment (as a percentage of consumption) and services 
() (2) (3) (4) (5) 
1945 wn acl aoais ance 4.9 3.2 3.6 0.6 7.0 
LOAG Sot see aie eee 23.1 4.1 3.8 1.8 11.4 
LOAT sce yusice Siicepetend 54.6 6.5 5.2 1.9 19.8 
LOAB insacs ong ere cima 39.0 3.9 4.7 2.4 16.8 
Ae Pon Pag! § 2.6 4.9 2.1 13.2 
NO5O Csao tert sentient 25.9 1.9 4.7 2.6 12.6 
POST Ses es eee 32.0 2.5 6.5 3.1 15.7 
LODZ ssasicuntess.< aoeleere 26.0 1.6 3.5 3.3 A tele. 
Sources and methods 


Col. (1): Table 31, col. (5) as a percentage of table 25, col. (3). 
Cols, (2), (3) and (4): Table 31, cols. (2), (3) and (4), respectively, as a percentage of table 25, 


col. (2). 


Col. (5): Table 31, col. (1) as a percentage of table 25, col. (1). 
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B. Brazil? 


], PERIODIC TENSIONS IN BRAZILIAN GROWTH 


Because of its exceptionally high rate of growth, 
razil again faces one of the periodic tensions affecting 
s economy from time to time. There is a disequilibrium 
1 its geographic balance of payments, the substantial 
icrease of fuel consumption and the consequences of 
1e rise in the gross product again having reduced the 
apacity to import. Furthermore, glancing at the do- 
lestic sphere, it is evident that the transport system is 
sarcely able to bear the growing pressure of the over- 
yad and that it lacks the means to effect the necessary 
xtensions and improvements. 

All such matters are of great concern to the govern- 
lent. These tensions have nevertheless served to focus 
iterest on the critical points of development and to 
sntralize efforts towards finding adequate solutions. The 
ecision to invest a substantial amount of domestic capital 
1 petroleum reflects a strong current of opinion. At the 
ame time, with the participation of foreign capital, vast 
ansport and energy projects are being formulated, to- 
ether with others envisaging the establishment and 
xtension of basic industries. An Economic Development 
ank has been established to plan and implement the 
ivestment programme. 

Since 1934, Brazil’s gross product has increased at 
n annual rate of 5.6 per cent. The rate was even higher 
1 recent years, and there are further prospects of con- 
derable acceleration. Thus, this institution was created 
t a time when the country had gained experience in the 
ynamics of growth towards centre. The bank will thus 
ave an opportunity to utilize this experience and to 
roject its doctrines into the future. As a result, it can 
ssist in preventing the reappearance of such tensions by 
leans of far-sighted measures and careful planning of 
rowing investment, so as to strengthen and regulate 
1e rate of development. 


2. THE GROSS PRODUCT AND OUTPUT 


During the recent past, there has been a sharp expan- 

on in Brazil’s gross product. Between 1945 and 1952, 
1e rate of growth was 8 per cent annually. The 
ivourable trend of the terms of trade exercised a 
smarkable influence on the growth of Brazil’s economy, 
oth by the direct effect on the gross product and in- 
irectly through investment. Coffee prices have been 
rimarily responsible for these movements. It took many 
ears for this reaction to occur, since relative prices for 
offee had deteriorated seriously before the present 
-establishment of the terms of trade which prevailed 
t the end of the twenties. 

As in previous cases, a chart was prepared to demon- 
rate the effect of the terms of trade. A glance at the 
rst chart of plate 16 (table 34) shows that between 
945 and 1952 this effect involved a total of approxi- 
vately 102,700 million cruzeiros at 1950 prices for 
razil, that is, an average of 6.6 per cent of its gross 
roduct. The maximum influence was observed in 1951 
hen the effect accounted for 11.4 per cent of the gross 
roduct. By 1952, the proportion had dropped slightly, 


’ The calculations made in this analysis were based on gross prod- 

ct data, valued in terms of cruzeiros at 1950 prices, that is to say, 
ll the gross product series are expressed in constant prices. In 
1is and other connexions, see the general note at the end of 
1apter I. 


since the gross product continued to expand, whereas 
the effect of the terms of trade decreased somewhat. 

Despite this recent downward tendency, it is estimated 
that in 1952 the favourable effect of the terms of trade 
enabled the gross product—equivalent to approximately 
296,500 million cruzeiros at 1950 prices—to exceed out- 
put by about 24,600 million cruzeiros. 


3. CAPITAL ACCUMULATION AND PRODUCTIVITY 


Owing to the terms of trade effect, the rate of growth 
of the gross product was somewhat higher than that of 
output. Nonetheless, the latter was quite appreciable, 
increasing annually by 6.6 per cent between 1945 and 
1952. This increase was principally due to the rate of 
capital accumulation, which rose 4.2 per cent annually 
between the same years. The prevailing output-capital 
ratio also contributed to this increase as may be seen 
from the second chart on the same plate. 

As a result of this accumulation, capital stock per 
worker rose to 37,296 cruzeiros in 1952, that is, an annual 
crowth rate of 1.7 per cent between 1945 and 1952. 
This recovery of the output-capital ratio enabled the 
benefits of the increase in capital stock per worker to 
be transferred entirely in the form of an expansion of 
output. Output per worker thus improved by 4.1 per 
cent annually between 1945 and 1952. This rate is sub- 
stantial, and gives an accurate indication of the increased 
productivity which may be obtained by raising the level 
of the capital stock per worker. 


4. AVAILABLE GOODS AND SERVICES, CONSUMPTION 
AND INVESTMENT 


Available goods and services in Brazil during 1952 
far surpassed the gross product, reaching a total of 
310,000 million cruzeiros (table 34). This represented 
13,500 million cruzeiros more than the gross product, 
which in turn exceeded output by 24,600 million cruzeiros, 
due to the effect of the terms of trade. The value of 
available goods and services was thus 38,100 million 
cruzeiros, or 14 per cent, higher than total output of 
goods and services, which figures may be regarded as 
exceptional. 

This surplus of available goods and services over the 
eross product has no firm foundation. It results mainly 
from the intensive use, made by Brazil in 1952, of its 
monetary reserves and short-term external credits. These 
permitted the country to import a total volume of goods 
and services which outweighed exports by the aforesaid 
sum of 13,500 million cruzeiros. This process has been 
in operation since 1951, although on a smaller scale, 
since in that year the excess of imports over exports 
was only 6,800 million cruzeiros. The position in 1950 
was the reverse, exports being higher than imports by 
some 5,400 million ecruzeiros. Tables 35 and 36 show 
details of the geographic balance of payments, indicating 
the trend of exports and imports of goods and services. 
This probably explains why investment in 1952 remained 
at least as high as in 1951, even though Brazil’s capacity 
for external payments had declined. The fourth chart 
on plate 16 shows the corresponding curves. 

The growth of investment was quite remarkable. Where- 
as between 1945 and 1952 consumption grew at an annual 
rate of 8.2 per cent, investment attained a rate of 17.6 
per cent annually. As in other Latin-American countries, 
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Table 33. Population, gross product, output, capital and productivity in Brazil, 
1945-52 


(Cruzeiros at 1950 prices) 


Output 
Effect of the ee 
terms of trade Output Capital Output- Output 
Population Gross product since 1945 capital per 
ratio worker 
Years (thousands (thousands (as a percent- 
(in thou- of million of million age of gross (thousands of 
sands) cruzeiros) cruzeiros) product) million cruzeiros) (cruzeiros) 
(1) (2) (3) (4) (5) (6) (7) (8) 
MOAS). sites sree yay 46, 285 173.4 = = 173.4 520.1 0.33 11,019 
TOAG ie Forants 47,398 194.0 3.1 1.6 190.9 535.5 0.36 11,846 
MOAT arene ets eters 48 ,537 202.1 4.7 Zia 197.4 200 a7, 0.35 11,962 
OA are: os ster tes 49,704 211.6 1.8 0.8 209.8 576.3 0.36 12,415 
L9AG ca Nadya 50,900 232.7 5.6 2.4 22 al 599.0 0.38 13),123 
TO50 ee eee 52,124 270.9 30.3 11.2 240.6 624.6 0.38 13,576 
LOS Tee tae ss 93,300 Z2o0R0 32.6 11.4 252.9 655.0 0.39 13,935 
TREN lS me oe 54, 660 296.5 24.6 8.3 271.9 693.1 0.39 14,631 


Sources and methods 


Cols. (1), (2), (3), (5) and (6): See general note at the end of chapter I for sources, methods 
and concepts. 

Col. (2): This column, based upon estimates of the gross product in current prices, is expressed 
in 1950 prices, and follows the methodology discussed in the general note at the end of chapter I, 
and in the note to table 12, col. (1). The gross product for Brazil is estimated as the sum of the net 
project at factor cost, by activity, plus depreciation and indirect business taxes. The estimates are 

y the United Nations Economic Commission for Latin America, and are based on the following main 
sources, in part: 

a. For 1947-51, the estimates of the net product at factor-cost of the Getuilio Vargas Foundation 
(see Revista Brasileira de Economia, ano 6, numero 4, Dezembro de 1952, Rio de Janeiro, 
Brazil, ““Estimativa da Renda Nacional do Brasil, 1947-51”), have been adjusted to include 
depreciation, indirect business taxes, and remittances of profits and interest. In addition, 
estimates of the net product at factor cost originating in manufacturing have been increased 
in accordance with a preliminary official, but unpublished, estimate by the Getilio Vargas 
Foundation, on the basis of new data from the 1949 census of industry (see Recenseamento 
Geral do Brasil, 1950, Sinopse Preliminar do Censo Industrial, Conselho Nacional de Estatistica, 
Servico Nacional de Recenseamento, Servico Grafico do Instituto Brasileiro de Geografia e 
Estatistica, 1953). 

6. An unpublished study made for the International Monetary Fund, in 1950, “Gross National 
Product of Brazil: estimates for 1940 through 1949”, has been extensively revised by ECLA, in 
accordance with new census information, and the data, criteria, and methodology of the 
Gettlio Vargas Foundation. 

c. Extensive work by ECLA, in estimating industrial and agricultural production in Brazil, has 
been utilized (see Economic Survey of Latin America, 1949, United Nations Economic Commis- 
sion for Latin America). 

d. Data for 1952 are preliminary and based in part on official but unpublished estimates of the 

net product at factor cost, by the Gettlio Vargas Foundation. 
Col. (3): Based on an index of the terms of trade calculated by the United Nations Economic 
Commission for Latin America. 

Col. (4): Col. (3) as a percentage of col. (2). 

Col. (5): Based on a preliminary and unpublished study by the Gettilio Vargas Foundation, 
“Real Output and Income in Brazil, 1939-1951”, July 1953. in this study, indexes of the real 
output of goods and services, by activity, are aggregated through the use of base-year gross product 
weights. See note to table 12, col. (2). 

Col. (6): Estimates of the stock of capital are by the United Nations Economic Commission for 
Latin America, and are based principally on the extensive economic census of 1940 (Recenseamento 
Geral do Brasil, 1940, Censos Economicos, Agricola, Industrial, Comercial e dos Servigos, Instituto 
Brasileiro de Geografia e Estatistica, 1950). A benchmark estimate of the stock of capital in 1940, 
expressed in 1950 prices, was extended year by year in combination with estimates of gross and net 
investment. See general note at the end of chapter I and the notes to tables 20 and 27 for a dis- 
cussion of concepts and methods. Estimates of gross and net investment are by United Nations 
Economic Commission for Latin America, and-are based in part on estimates of the Getulio Vargas 
Foundation (see Revista Brasileira, op. cit., “Estimativa do Investimento Bruto e Liquido no Brasil, 
1947-1951”). The gross and net investment data cover fixed investment only, and were deflated 
by the implicit gross product deflator. 

Col. (7): Col. (sy divided by col. (6). 

Col. (8): Col. (5) divided by the estimated active population. The latter were based on the 
censuses of 1940 and 1950, op. cit. 


54 Part I. 


Table 34. The gross product and available goods and 
services for consumption and investment, in Brazil, 
1945-52 


(Thousands of million cruzeiros at 1950 prices) 


Gross Excess of imports _A vailable goods and It is essential to bear in mind what has already been 
Years product or exports (—) services . . e - 

(1) (2) (3) said with reference to Latin America as a whole. The 
factors responsible for the improvement in the rate of 
1945. . 173.4 —8.5 164.9 srowth of available goods and services and of consump 
1946... 13-0 =U 186.8 tion (which was greater than that of the expansion of 

1947... 202.1 3.2 2057-3: ; P 
1948 211.6 113 210.3 output) appear to have exhausted their effects, so tha 
1G, 232.7 0.5 233.2 growth in the immediate future will depend on the degree 
10500 270.9 Bice i 265.5 of capital accumulation, and on the output-capital ratio. 
1951.. 285.5 6.8 292.3 The course of events during the past few years should 
UO EP4 ioc ABE 296.5 13.5 310.0 be commented upon briefly in this connexion. The annua 


Sources and methods 


Col. (1): Table 33, col. (2). 
Col. (2): Table 35, col. (9). 
Col. (3): Col. (1) plus col. (2). 


investment in Brazil was far more sensitive than con- 
sumption to the exceptional expansion of the gross prod- 
uct during the past few years. 


5. THE EXPANSION OF THE GROSS PRODUCT AND PER CAPITA 
CONSUMPTION 


It has been pointed out elsewhere that the rate of in- 
crease of output in Brazil was unusually high between 
1945 and 1952, namely 6.6 per cent annually. As a 
consequence, despite the remarkable growth of the popula- 
tion, the per capita increment to output was considerable, 
that is, 4.1 per cent annually. 

The growth in the volume of available goods and sery- 
ices per capita was even greater, or 6.9 per cent annually. 
This points to the beneficial influence exerted by external 
factors or those associated with them, referred to above, 
particularly to the effect of the terms of trade which 
enabled the rate of available goods and services to rise 
above that of output. Secondly, Brazil used its reserves 
and short-term credits, in addition to export earnings, to 


Table 35. Exports and imports of goods and services in Brazil, 1945-52 
(Millions of cruzeiros at 1950 prices) 


The gross product, investments and consumption in Latin America 


increase appreciably its volume of available goods, espe: 
cially during the past two years. 

These phenomena account for the fact that per capita 
consumption rose at an annual rate of 5.6 per cent, or 
appreciably more than the 4.1 per cent of output. 


increment of 4.1 per cent in per capita output was obtained 
with an increase of only 1.7 per cent annually in the 
capital stock per worker. The remainder was provided 
by the increase in the output-capital ratio throughout 
1945-52. After this improvement, it would be bold te 
base future estimates for a higher output merely on the 
assumption that the output-capital ratio will continue te 
rise, since the essential data for such a hypothesis are 
lacking. If the output-capital ratio were to be stabilize 
now, however, it would be necessary for the rate of capita 
accumulation to rise considerably above the level attaine¢ 
in 1947-52. Otherwise, Brazil would not be able t 
maintain during the next few years the high rate 
expansion of consumption recorded during the recen' 


past. (See tables 37 and 38.) 


6. CAPACITY FOR EXTERNAL PAYMENTS, CAPACITY T¢ 
IMPORT AND INVESTMENTS 


The ratio between the upward trend of investment ané 
of the capacity for external payments should now be cor 
sidered, starting with an analysis of that capacity an 
reference to the first chart on plate 17 (tables 39 and 40) 

Brazil’s capacity for external payments increased from 
about 23,200 million cruzeiros in 1945 to 35,900 million 
in 1947. The latter figure approximated the 34,80€ 


Imports Exports 
Excess of @ 
Years Transport Transport imports or 
Goods _ and Other services Goods _ Gi Other services Total exports (—) 
insurance insurance 
(1) (2) (3) (5) (6) (7) (8) (9) 
HOGS siaree stamp iore abate 13,045 489 = 13,535 22,078 = = 22,078 —8,543 
LOGS a.cs6e tote 17,790 3,420 = 21,210 28,921 = = 28,921 —7,711 
OAT oO in nieremu eine oF 28 , 364 5,325 3,016 36,705 31,435 978 1,059 33 ,472 3,233 
IG ro s:ote dratalete NG 22,915 5,146 2,383 30,444 30,013 912 785 31,710 —1,266 
“CR i ac. 24,175 3,727 2,323 30,225 28,082 919 715 29,715 510 
ODO ite sna nt id ere 23 ,350 3,675 2,675 29,700 33,975 450 625 35,050 —5,350 
WOR .2) render 39,413 6,253 3,520 49,185 41,011 486 926 42,423 6,762 
DOS 2 o:715.5 bia eeas ae 38,661 5,932 2,636 47,229 32,184 795 727 33,706 13,523 
Sources and methods 


1945-46: Estimated primarily on the basis of the Economic Survey of Latin America, 1948, United Nations Economic 


Commission for Latin America. 


1947-51: Balance of Payments Yearbook, International Monetary Fund; totals for 1951 based partly on unpublished 


official data. 
1952: Based on unpublished official data. 


For definitions and coverage of the column headings, see Balance of Payments Yearbook, International Monetary 


Fund, volumes 3 and 4. 
Cols. (1) and (5): Computed on an f.o.b. basis. 


Exports include non-monetary gold. 

Cols. (2) and (6): Gross totals as published in the Balance of Payments Yearbook, for 1947-50. For 1945 and 
1946, debits were estimated as 15 per cent of imports c.i.f., and credits were estimated from partial data. 

Cols. (3) and (7): Principally foreign travel and government. 
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Table 36. Movements of external payments which tend to increase or decrease available goods 
and services in Brazil, 1945-52 


(Millions of cruzeiros at 1950 prices) 


A. Factors which tend to increase available goods and services 


Inflow of foreign capital Decrease Official 
in cial 
OEE siren FM slistetern: subse’ ficial Total ees) prety we 
term long-term financing reserves 
(1) (2) (3) (4) (5) (6) (7) (8) 
TOES wars ans 326 782 1,108 = 1,108 
VOAG T5025 Fede aa. 960 am 510 1,470 = we 1,470 
BOA eincccis ta ase 1,413 = 136 869 2,418 = 8,640 11,058 
OB acs lene coe 1,673 = 658 254 2,585 1,699 = 4,284 
i eee 1,021 2 51 1,046 2,118 ~ 1,174 3,292 
LOGO R raccnemertes on 105 = 150 725 1,650 750 a 2,400 
MOSUY sisrass ate fees a = = 879 879 6,599 1,296 8,776 
LOS Re 5s, foie 6 seta 227 ~ 68 795 1,090 2,273 12,842 16,205 
B. Factors which tend to decrease available goods and services 
Outflow of foreign capital Increase Decrease 
Remittances in in 
Years a sel adlamen sceeiny cies 
investment loans capil capital reserves credits 
(9) (10) 11) (12) (13) (14) (15) (16) (17) 
‘tine LN ae x 72. s 782 1,305 1,174 3,261 
LOADS ar bea ui eh sah aces ie «re ae 629 ae ad 629 1,500 2,820 ais 4,949 
iC ig ike ONE Se 516 Gai" ae3 Sie 1,413" 13,668 = 16,901 
MOAT Mere eect ae oes «2s che 1,420 L977 178 178 3,753 2,611 = 178 6,542 
BOAO IMs elses wate wes = 485 740 = 358 1,583 2,501 868 = 4,952 
LOSS PO cee etait ss 75 2,400 225 275 2,975 2,400 = 1,975 7,350 
LOGUE acc id reer Clint « oi 671 602 232 ae 1,505 1,968 = = 3,473 
5 LG PA oe one, cee ea eae = 173 = = 773 841 = = 1,614 
C. Net results 
The capital account 
Factors Factors Errors of the geographic 
eof, of and lance of payments 
Years increase decrease omissions which covers excess of 
imports and exports (—) 
(18) (19) (20) (21) 
Pee a se eee 1,108 3,261 —4,206 -8,543 
OAS ras ets tains ofa .0. Nee Meena etn ete ne cin Oi aes 1,470 4,949 —5,101 —7,711 
ALT ota ahe edi BR or fa SY 8 35 Coca Fh SENT Mia ER RERE stale 11,058 6,901 —924, 3,233 
(ES GEER 1S TS, NE it See 4,284 6,542 992 ~1,266 
eS Eee Oc Deno ORIG cco eRe sc. be 3,292 4,952 2,170 510 
1 eS eer RESSSef co AIA cI RRRE AC EE uo er ange: Ace oe 2,400 7,350 —400 —5,350 
ES Lect Aa EASE Sio ys so) wis ones win Ae Red NRG 8,776 3,473 1,459 6,762 
DOS 2a eee tots to tis eitae + oy eMedia Hee tare oes ae o> 16,205 1,614 —1,068 13 ,523 


Sources and methods 


See general note at the end of chapter I on the balance of payments. 

For general sources, see notes to table 35. 

Col. (1): Estimates for 1945 and 1946 based upon United States direct investment and reinvested earnings data 
published by the United States Department of Commerce. 

Col. (3): Mainly short-term claims on the United States and movements in cruzeiro balances. 

Col. (4): Totals for 1945 and 1946 estimated on the basis of partial data. 

Col. (7): Includes United States Stabilization Fund loans; changes in the use of payments and clearing arrangement 
funds; use of International Monetary Fund resources; and deferred payments on imports. 

Col. (9): Primarily repurchase of British investments. Also includes small French debt settlement in 1947, 

Col. (10): Estimates for the years 1945 and 1946 include primarily public sterling and dollar debt settlements, plus 
transactions with the United States Export-Import Bank. For 1947, United Nations Relief and Rehabilitation Agency 

ants are included. For 1948, gold and dollar subscriptions to the International Monetary Fund and the International 

Bank for Reconstruction and Development are ‘tichaded. 

Col. (15): Totals for 1945 and 1946 are estimated from International Financial Statistics, International Monetary Fund. 

Col. (20): Large errors and omissions for the years 1945 and 1946 possibly indicate an under-estimation of the factors 
of decrease. Lack of data on blocked sterling balances may contribute to an unduly conservative total for increases in 
reserves. 
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Table 37. Available goods and services, consumption and investment in Brazil, 1945-52 


(Cruzeiros at 1950 prices) 


Ratio to the total Per capita 
Consump- Invest- Total 
Total tion ment Consump- Invest- available Consump- Invest- 
tion ment goods and tion ment 
Years services 
(thousands of millions of cruzeiros at 
1950 prices) (percentage) (cruzeiros) 
() (2) (3) (4) (5) (6) (7) (8) 
OAS Ma relevegstve waa vetnne cpseleqeareroker otis rerneee 164.9 147.4 17.5 89.4 10.6 3,562 3,184 378 
TP QAG os seveccns sts ays) ayers Wy lateevec eid etait caLete ee 186.3 162.3 24.0 87.1 12.9 3,930 3,424 506 
LOA ca did scree epboceloock Ses aie ne rier 205.3 ZL aD; 33.8 83.5 16.5 4,230 3,533 696 
1948 ics cin hice oa is age milvee es aeons 210.3 178.7 31.6 85.0 15.0 4,231 3,595 636 
QAO oe Ratians otc dda csep Rate eas SADT ALe Mieus on 233.2 197.0 36.2 84.5 15.5 4,582 3,870 veut 
LOSO seta aiits 3 le tvais ena e,8 Snes bis aboot oiees 265.5 22522 40.3 84.8 15.2 5,094 4,319 775 
DOS LSA x5 ness a eae le tee eee 292.3 245.6 46.7 84.0 16.0 5,476 4,601 875 
95 2 eek scislenousl aispe a ceore ethers see erences 310.0 ZOD 54.5 82.4 17.6 5,671 4,674 997 
Sources and methods 
Col. (1): Table 34, col. (3). Col. (5): Col. (3) as a percentage of col. (1). 
Col. (2): Col. (1) less col. (3). Col. (6): Col. (1) divided by table 33, col. (1). 
Col. (3): See note to table 33, col. (6). Col. (7): Col. (2) divided by table 33, col. (1). 
Col. (4): Col. (2) as a percentage of col. (1). Col. (8): Col. (3) divided by table 33, col. (1). 


Table 38. Annual rate of fluctuation of available goods 
and services, consumption and investment, in Brazil, 


1945-52 


(Percentages) 
Total available 
goods and Consumption Investment 
Years services 

(2) (2) (3) 
Average 1945-52 9.4 8.1 17.6 
LOO ete ei 10.1 9.1 15.6 
MOS 22 ished e 5 ates0is 6.0 4.0 16.7 


Sources and methods 


Based on table 37. 
1945-52: Cumulative percentage rates of change. 


millions attained in 1952, although in 1951 it had ri 
to 43,300 millions. The fact that the capacity for ex 
ternal payments has returned to its 1947 level is largel 
due to the unusual improvement in the terms of trade, 
compared with 1945, since exports have declined in th 
meantime. In 1952, the effect of this improvemeni 
amounted to 24,600 million cruzeiros, as already indi 
cated, and constituted an equivalent of 70.7 per cent o: 
the total capacity for external payments. On the othe 
hand, the quantum of exports fell, as compared wi 
1947. This decline is explained in part II. For the presen 
it is sufficient to indicate that the sharp increment betwe 
1945 and 1947 must be ascribed to the liquidation o 
stocks accumulated throughout the war years, especially 
coffee and cotton. During the ensuing years, coffee expo 
have not yet been able to reflect the expansions in newl 


Table 39. Total capacity for external payments and capacity to import in Brazil, 1945-52 


(Thousands of millions of cruzeiros at 1950 prices) 


Inflow Total capac- a eas - Total capac- Remittances Outflow Ones rt i fa Imports 
of ity for ity for of profits of of goods 
Years Exports foreign external As a per- external and foreign As a per- As a per- and 
capital payments Absolute centage of the payments interest capil Absolute centage of the centage of the _ services 
figures total capacity * gures total capacity gross product 
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (1) (12) 
1945.00 Zouk ca! raya? - - Doe ibe 0.8 QU SE 90.9 DRY 13.6 
1946... 28.9 1.5 30.4 ied 9.6 30.4 ES 0.6 28.3 93.9 14.6 212 
OA Cites «52 33.0 2.4 35.9 4.7 1350 35.9 1.4 1.8 32.7 91.1 16.2 BL 
DOA... a Pa 2.6 34.3 1.8 5.2 34.3 26 si 27.9 3153 132 30.4 
17 29.7 ak 31.8 5.6 17.6 31.8 2:5 1.6 QIAG 87.1 11.9 30.2 
Mois, sn. 35.0 1.6 36.6 30.3 82.8 36.6 2.4 3.0 31.2 85.2 Luo 29.7 
Gi sos 42.4 0.9 43.3 32.6 fase 43.3 2.0 1 ee 39.8 91.9 13.9 49.2 
1952. Baer a ep | 34.8 24.6 70.7 34.8 0.8 0.8 33.2 95.4 11.2 47.2 
Sources and methods 
Col. (1): Table 35, col. (8). Col. (7): Table 36, col. (14). 
Col. Bf Table 36, col. (5). Col. (8): Table 36, col. (13). 
Col. (3): Col. (1) plus col. (2). Col. (9): Col. (6) less cols. (7) plus (8). 
Col. t3}: Table 33, col. (3). Col. (10): Col. (9) as a percentage of col. (6). 
Col. (5): Col. (4) as a percentage of col. (3). Col. (11): Col. (9) as a percentage of table 33, col. (2). 
Col. (6): Col. (3). Col. (12): Table 35, col. (4). 
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Plate 17 


CAPACITY FOR EXTERNAL PAYMENTS AND CAPACITY TO IMPORT, AND 
THEIR INFLUENCE ON INVESTMENT AND IMPORTS, IN CHILE, 1945-52 


(Natural scale) 


Thousands of million cruzeiros at 1950 prices 


As a percentage of the gross product 
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Plate 18 


GROSS PRODUCT, OUTPUT AND INDICES OF THE TERMS OF TRADE, BY ACTIVITIES, 
IN BRAZIL, 1945-52 


Gross product and output Output 
Thousands of million cruzeiros at 1950 prices Thousands of million cruzeiros at 1950 prices 
(Natural scale) (Semi-logarithmic scale) 
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Table 40. The ratio of the capacity for external pay- 
ments and investment to the gross product, in Brazil, 
1945-52 


Veeanaca f - Investment peed hes TInvestmens 
% payments payments 
ears 
(thousands of million cruzeiros (as a percentage of the 
at 1950 prices) gross product) 
(1) (2) (3) (4) 
BO4S oc. 23.2 LGoo 13.4 10.1 
1946..... 30.4 24.0 LB ISr¢ 12.4 
BOAT... «ois 35.9 33.8 17.8 16.7 
1948..... 34.3 31.6 16.2 14.9 
1949..... 31.8 36.2 13.7 15.6 
#950... 36.6 40.4 13-5 14.9 
BOSD 2... 43.3 46.7 SY 16.4 
Eye ee a 34.8 54.5 1 ed | 18.3 
Sources and methods 


Col. (1): Table 39, col. (3). 
Col. (2): Table 37, col. (3). 
Col. (3): Col. (1) as a percentage of table 33, col. (2). 
Col. (4): Col. (2) as a percentage of table 33, col. (2). 


planted areas. Moreover, in 1952, cotton exports de- 
creased simultaneously with a comparable trend for other 
products. Reliable sources ascribe at least a part of this 
contraction to the deterrent produced by an obvious 
external over-valuation of the cruzeiro, which the authori- 
ties are now attempting to correct.* 

No reference has been made to the net inflow of 
foreign capital since it was of little importance through- 
out the period under review, as may be seen from the 
first chart of plate 17. 

Turning now to the second chart on the same plate. 
fluctuations in the capacity for external payments may 
be studied in relation to those of investment, both of 
which are shown as percentages of the gross product. 
In 1952, however, the investment ratio remained much 
higher than that of the capacity for external payments, 
due to the special position of Brazil’s external account 
during the past few years. As pointed out above, the use 
of monetary reserves and foreign credits provided Brazil 


*TIn 1949-50, an attempt had already been made to correct this 
situation by authorizing combined or barter operations. Recently 
(February 1953) a free exchange market was established. 


with a substantial volume of imports of goods and services 
—which in fact exceeded exports—and thereby contrib- 
uted to the maintenance of such a high rate of investment. 
In view of the temporary nature of these resources, one 
might well enquire whether Brazil can maintain a rate 
of investment equivalent to 20 per cent of its gross prod- 
uct. This would appear unlikely unless it is possible to 
improve the capacity for external payments, by increasing 
exports and stimulating the inflow of foreign capital, 
particularly since there are no current indications that 
the terms of trade are likely to undergo new improvements. 


7. Imports 


Trends in the capacity to import have followed those 
in the capacity for external payments. Thus, no signifi- 
cant changes have taken place recently. in the structure of 
Brazil’s geographic balance of payments, as may be seen 
from the third chart of plate 17 (table 39). 

By the use of such transient expedients as those 
described above, Brazil’s imports exceeded the capacity 
to import. During the period 1945-52, this excess of 
imports over the capacity to import amounted to 16,200 
million cruzeiros, or, in other words, 16.0 per cent of 
that capacity. During the Second World War and in 
the years 1945, 1946 and 1950, however, the level of 
imports remained below that of the capacity to import, 
with a consequent accumulation of monetary reserves. 

It is now necessary to consider the ratio of imports to 
available goods and services, and their distribution be- 
tween consumption and investment, by reference to plate 
19 (table 41). According to the two upper charts, the 
persistent increase of the proportion of investment in 
available goods and services, at the expense of consump- 
tion, coincided with a rising trend in the coefficient of 
imports. 

This might indicate that imports of capital goods 
required for the expansion of investments exercised a 
preponderant influence on the rising tendency of the 
coefficient of imports. However, that is not the case. A 
glance at the two remaining charts will confirm this 
assertion. In the third chart, it will be seen that imports 
of capital goods tended to decline in relation to total 
imports, with the exception of 1952, while the reverse 
occurred for other imported goods. This relative con- 
traction in imports of capital goods, concurrent with an 


Table 41. Composition of imports in Brazil, 1945-52 
Total 
imports Consumer Raw Capital Consumer Raw Capital 
Years (millions of goods materials Fuel goods goods materials Fuel goods 
cruzetros at 
We 5 A pps fe 
1950 a ey (millions Lie ane at inna prices) 6 (as re ntage of o total) e 
N94 rh ares ola wes cls 13,535 4,994, 1,976 1,448 5,116 36.9 14.6 10.7 37.8 
T9AGS ected sae 21,210 6,193 2,927 2,588 9,502 29.2 13.8 12.2 44.8 
OAT ke Pars 6 Ro crate. os 36,705 12,296 4,221 3,781 16,407 33.5 11.5 10.3 44.7 
OAS sich ee ahaa ates. «2%» © 30,444 10,625 5 fae) 3,927 2 LL 34.9 12.4 12.9 39.8 
LAO rete ea ae wie! <i ,0 30,225 11,092 3,990 3,899 11,244 36.7 13.2 12.9 37.2 
OS Oraerecaes sa Mas ageteters) « 29,700 10,484 4,069 4,010 11,137 eB Tees) Toet MER) 37.9 
HOS sraeetst ste tvearsy siete ace 49,185 18,592 6,837 5,804 17,952 37.8 13.9 11.8 36.5 
TOS 2 amtterre ore cite levers ators 47,229 15,019 4,770 6,423 21,017 31.8 10.1 13.6 44.5 


Sources and methods 


Cols. (2), (3), (4) and (5): Col. (1) multiplied by cols. (6), (7), (8) and (9), respectively. ‘ 
Cols. ae ty (3) and (3); Based on a tabulation of the quantum of imports in 1948 prices, made by the United 


Col. (1): Table 35, col. (4). 


Nations Economic Commission for Latin America. 
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RELATIONSHIP BETWEEN AVAILABLE GOODS AND SERVICES, CONSUMPTION AND 
INVESTMENT, AND IMPORTS, IN BRAZIL, 1945-52 


(Natural scale) 
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Table 42. Relative importance of imports with respect to investment, consump- 
tion and available goods and services, in Brazil, 1945-52 


Ratio of capital Constimer goods 
Years goods to 
investment 

(1) (2) 
NOAS 5. rar ctelerelers os 29.1 3.1 
NOAG SF tate eters 39.6 3.8 
OAT Se Pah cya ete ais. 48.5 Maes 
LOAG Matera tases aEe 5.9 
QAO terse terscjoi > ous 30.9 5.6 
ET Dee oo Sie ERROR 27.9 4.7 
LOGD 5. ahehaies vei < sine a 38.4 iaO 
EA ae cos Seem 38.5 5.9 


(as a percentage of consumption) 
(3) 


Raw materials Fuel Ratio of total imports 


to available goods 
and services 


(4) (5) 


1.4 1.0 8.8 
1.8 126 11.4 
2.4 2.2 Ii) 
2.1 2.2 14.5 
2.0 2.0 12.9 
1.8 1.8 11.2 
2.8 2.4 16.8 
1.9 2.9 15.2 


Sources and methods 
Col. (1): Table 41, col. (5) as a percentage of table 37, col. (3). 
Cols. (2), (3) and (4): Table 41, cols. (2), (3) and (4), respectively, as a percentage of table 34, 


col. (2) 


increase in the ratio of investment to the gross product, 
emphasizes the growing importance of capital goods in- 
dustries in Brazil. As may be seen from the fourth chart, 
this explains the declining trend of the rate of imports 
of capital goods as compared with investment as a whole. 
Conversely, the ratio of other imports to total consump- 
tion would appear to point upward. Among the principal 
factors contributing to this disparity between the rate of 
imports, are imports of fuels and certain essential raw 
materials, which Brazil is as yet unable to substitute and 
which have tended to increase more rapidly than total 
consumption; this also applies to imports of passenger 
motor vehicles.> This mainly explains the rising tendency 
observed in imports of other goods from the standpoint 
of their consumption in Brazil. It would therefore seem 
that in the case of capital goods industries, import sub- 
stitution was more intense than in consumer goods indus- 
tries. This is not unusual, since the phase of easy substi- 
tution has been left behind in the case of consumer goods 
industries, a rate of 10.3 per cent of imports having been 
recorded in 1952. In the case of investments, conversely, 
the rate was still relatively high, namely, 38.5 per cent. 


8. THE GROSS PRODUCT, OUTPUT AND RELATIVE PRICES, 
BY ACTIVITIES 


Elsewhere in this report, the expansion in Brazilian 
output between 1945 and 1952 was seen to have attained 
an annual rate of increase of 6.6 per cent, while that 
of the gross product was 8 per cent. The evolution of 
this process will now be studied in relation to the main 
activities, plate 18 having been prepared for this purpose 
(table 43). 

Manufacturing developed at a fairly high annual rate, 
namely, 9.2 per cent. The characteristic process of attract- 
ing capital and labour to industry and to other urban 
activities has continued, though more intensively than 


5Tt should be underlined that the system of bilateral agreements 
for foreign trade hampers the total exclusion of certain imports of 
consumer goods. With a view to obtaining markets for a number 
of so-called “non-essential goods”, Brazil is, in turn, obliged to 
accept other goods of the same type in exchange. 


. (2). 
Col. (5): Table 41, col. (1) as a percentage of table 39, col. (1). 


before. This, however, has not prevented agriculture 
from expanding at an annual rate of 4.2 per cent between 
1945 and 1952, representing a per capita growth of 1.8 
per cent annually. 

In the gross product figures, the difference between 
both activities is almost eliminated; in fact, between 1945 
and 1952 the gross product in manufacturing rose 7.4 
per cent annually, as compared with 8.5 per cent in 
agriculture. 

This contrast stems from different trends in the relative 
prices. In manufacturing, as may be seen from plate 18, 
relative prices developed adversely throughout the entire 
period 1945-52. 

In any event, the gross product transferred from the 
manufacturing sector to other spheres of economic 
activity continues to be appreciable in relation to its 
1945 level. Manufacturing is thus transferring at least 
part of the benefits accruing from higher productivity.® 


The reverse trend in agriculture is far more clearly 
defined. In this case, relative prices tended to improve 
after 1947. Statements appearing elsewhere in this report, 
relating to the same aspect of this subject, bear repetition. 
For instance, the data for the different activities are not 
perfect, so that the conclusions drawn here should be 
regarded as provisional until further research enables a 
more accurate appraisal. From 1949 onward, the improve- 
ment in the relative prices for agriculture undoubtedly 
originated in the high prices paid for coffee. 

The improvement in the relative prices of agriculture 
can by no means be attributed to manufacturing. More- 
over, during the period 1945-48, when manufacturing 
prices declined, agriculture obtained no corresponding 
advantage, as will readily be observed from plate 18. This 
indicates that the transfer of the gross product from 
manufacturing proved advantageous to other activities, 
including commerce, transport, constuction, government 
and personal services. These other activities accounted 
for 46.3 per cent of the gross product in 1952. 


6 Data obtained from the first measurement of labour productivity 
in manufacturing industries (see ECLA document E/CN.12/217/ 
Add.2, submitted to the fourth session) showed an improvement of 
31 per cent between 1945 and 1950. 
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Table 43. Gross product, output and relative prices, by activities, in Brazil, 
1945-52 
Gross product Output Indices of Gross product Output Indices of 
(thousands of million cruzeiros relative (thousands of million cruzeiros relative 
Years at 1950 prices) ead at 1950 prices) RS 
(1) (2) (3) (4) (5) 1} 
A. All activities B. Agriculture 
1945... 173.4 173.4 100.0 48.6 48 .6 100.0 
1946... 194.0 190.9 106.8 56.5 53.8 104.8 
1947... 202.1 197.4 111.0 54.2 53.8 100.6 
1948... 211.6 209.8 104.3 57.8 55.8 103.6 
1949... PRVART | Zabed 114.6 62.4 59.6 104.7 
1950-.5 270.9 240.6 189.0 76.4 62.0 123.2 
1OSIeee 285.5 252.9 189.4 719.4 60.1 132.0 
1952.3. 296.5 271.9 185.3 85.9 65.0 129.4 
C. Manufacturing D. Other activities 
1945... 44.5 44.5 100.0 80.4 80.4 100.0 
1946... 47.9 51.9 92.4 89.6 85.2 105.2 
1947... 52.1 54.0 96.6 95.8 89.6 107.0 
1948... 54.0 59.8 90.2 99.9 94.2 106.0 
1949... 59.3 64.6 91.8 111.0 102.9 107.9 
1950... 65.6 69.7 94.0 129.0 108.9 118.4 
1951... 70.2 TW. 90.8 135.9 115.5 117.7 
1952) (Ese: 82.4 89.0 TE ey 124.5 110.3 
Sources and methods 


For a general discussion of concepts and methods, see the general note at the end of chapter I 


and the notes to table 12. 


Cols. (1) and (4): See note to table 33, col. (2). 
Cols. (2) and (5): See note to table 33, col. (5). 
Cols. (3) and (6): See note to table 12, col. (3). 


C. Chile‘ 


1. THE RELATIVELY SLOW GROWTH OF CHILE 


Chile’s growth has been relatively slow. According to 
estimates based upon data of the Corporacién de Fomento 
de la Produccién (Production Development Corporation), 
the gross product increased by only 2.8 per cent annually 
between 1945 and 1952. This is one of the lowest growth 
rates in Latin America which, as already stated, experi- 
enced an annual rate of increase of 5.6 per cent between 
these years. Since Chile’s demographic growth has also 
been moderate, namely, 1.7 per cent annually, there was 

a resulting improvement in the per capita gross product 
of 1.2 per cent annually. This is less than half the rate 
of per capita growth for the gross product calculated for 
Latin America as a whole. 

The facts and figures which explain this situation will 
be analysed in detail. What must be emphasized at this 
stage is the low rate of investment during the past twenty 
years. The basic point is that Chile, unlike most of the 
Latin-American countries, has not been able to regain 
the advantageous levels for the terms of trade which 
existed in 1925-29. This has acted as a depressive in- 
fluence on investment, which tends to follow changes in 
the terms of trade. Even in the more recent years 1950-52, 
when the terms of trade experienced a decided improve- 
ment, this favourable development was not used to in- 


7 The calculations made in this analysis are based on gross product 
data expressed in 1950 prices, that is, all the statistical series are 
expressed in constant values. For this, and other aspects, see general 
note at end of chapter I, Estimates for 1952 are preliminary. 


crease investment, as was the case in many other countries. 
It would seem, therefore, that all benefits from the more 
favourable terms of trade were devoted to consumption. 
It is also true that Chilean consumption fluctuates within 
very narrow limits and, therefore, any lessening in external 
pressures tends to be used for an immediate improvement 
in the standard of living. Herein lies one of the funda- 
mental causes for Chile’s relatively slow development, a 
phenomenon that will be analysed later in its different 
aspects. 


Zs Output, THE GROSS PRODUCT AND THE TERMS OF TRADE 


Agricultural, manufacturing and mining output (activi- 
ties which together represented 45 per cent of the gross 
product in 1952) expanded at an annual rate of 3.2 per 
cent between 1945 and 1952, whereas estimates of the 
gross product, for the economy as a whole, indicated an 
annual rate of only 2.8 per cent. The difference becomes 
somewhat greater when it is realized that these gross 
product figures reflect a very substantial improvement in 
the terms of trade. In the absence of such improvement, 
the gross product would have expanded at the rate of 
1.4 per cent annually. 


The effect of the terms of trade improvement on the - 


gross product in Chile is shown in the first chart of plate 
20 (table 44). This chart gives some indication of the 
extent of a phenomenon which, throughout the period 


1945-52, enabled Chile to obtain an additional product 


of 43,700 million pesos at 1950 prices. This implies an 
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Plate 20 


RECENT ECONOMIC DEVELOPMENT OF CHILE, 1945-52 


Thousands of million pesos at 1950 prices 


Gross product, output and available goods Rate of growth of the gross product, output 
and services and available goods and services 
(Natural scale) (Semi-logarithmic scale) 


GROSS PRODUCT 


—_— 
EFFECT OF THE 150 
TERMS OF TRADE OUTPUT 
150 
120 
AVAILABLE GOODS AND SERVICES 
ns PTION 
CONSUM 
150 120 140 
-_ 
120 20 
100 


OUTPUT EXCESS OF 
IMPORTS 


INVESTMENT 


15 
GROSS PRODUCT ee erSaTOR THOUSANDS OF PERSONS 
f; EXPORTS POPULATION 


/ f\ 120 6000 


'S, 
“7 


AVAILABLE GOODS AND SERVICES 


$000 
1945 1950 1945 $980 
Output, capital stock and productivity in all Output, capital stock and productivity in 
activities agriculture, manufacturing and mining 
(Semi-logarithmic scale) (Semi-logarithmic scale) 
‘THOUSANDS OF MILLION PESOS THOUSANDS OF MILLION PESOS 
300 
130 
CAPITAL STOCK 
— CAPITAL STOCK 
it Se annie 
100 


150 
OUTPUT. 7O Tar ee 
naa PESOS anid PESOS 
eo OUTPUT-CAPITAL RATIO 
0.55 65 
OUTPUT-CAPITAL RATIO 
_ 


100 0.55 


OUTPUT PER WORKER 
= 


45000 


1945 1950 1945 1950 


Economic Commission for Latin America 


64. 


Part I. The gross product, investments and consumption in Latin America 


Table 44. Population, the gross product, output, capital and productivity in Chile, 1945-52 
(Pesos at 1950 prices) 


Effect of the terms of 


oan trade since 1945 Output 
Ponca: Gress of terms Abso- Asa percent- Output Capital OU is 
Years Bon | predate gh gates, tare rede eS ee 
1945 = 100 
(thousands (thousands (thousands 

(thou- of million of ane ene 2; ) 

grey tea Cie? wn: Gok @® 6) 
OAS ime ttatane tl aiate errr neehen D,o02 125.6 100.0 = = 125.6 241.2 0.52 62.6 
LOAGS cis ettteteeinis) Staccieperele lease 5,433 125.4 105.0 P3 i2 123.9 247.8 0.50 59.2 
Roy ERR Br Abin Saplo.g odie.c bc: 2,027 119.5 107.8 2.3 1.9 117.2 253.9 0.46 54.9 
LAG wp8s saee * foie cas cee ee tered 5,623 133.5 L227 3.9 2.9 129.6 260.9 0.50 59.4 
AO es o's carats ee Dicey sp naan sors Be) 127.0 113.0 3.6 2.8 123.4 270.7 0.46 55.0 
DOS Osea cet Peahesteboue ou kore meee ees 5,814 S19 127.6 1.2 sya) 124.7 277.3 0,45 54.3 
LOS De c.g cus. eset evens ra a 5,915 142.0 139.5 10.7 to) 131.3 284.7 0.46 saya? 
Ie Specs e crooner osc 6,015 152.7 149.7 14.5 9.8 138.2 292.0 0.47 57.1 


Sources and methods 


Cols. (1), (2), (3), (5) and (6): See general note at the end of chapter I on sources, methods and concepts. 

Col. (2): The estimates of the gross product of Chile here presented are based on a preliminary and unpublished 
study of‘ The Gross Product of Chile, 1940-1952’’, by the Corporacién de Fomento de la Produccién. For earlier works, 
by this organization, in the field of gross product estimation, and a discussion of sources, methods and concepts, see 
Renta Nacional, 1940-1945, volumes 1 and 2, Corporacién de Fomento de la Produccién, Santiago, Chile, 1946; 
and Geografia Econémica de Chile, volume II, Corporacién de Fomento de la Produccién, Santiago, Chile, 1950. The 

reliminary, unpublished study here used is based on an extensive revision and amplification of these earlier works. 
The broadened scope of the new work of the Corporacién de Fomento de la Produccién may be briefly described, as follows: 
In the earlier works, referred to above, this organization had made direct and independent estimates of (1) the gross 
roduct, by type of final expenditure; (2) the net product at factor cost, by activity, and (3) the net product at factor cost, 
by type of compensation. The new preliminary and unpublished study presents consolidated income and expenditures, 
by type of compensation and final expenditure, respectively, for (a) enterprises; (b) persons and non-profit institutions; 
(c) the central government, and (d) the external trade sector. This made possible the presentation of a consolidated gross 
saving and investment account. 
ecause of the more comprehensive scope of the gross product data for Chile, compared with other countries in 
Latin America, the gross product is estimated as the sum of final demand expenditure at market prices—that is, con- 
sumption expenditures, plus investment expenditures, plus exports, and less imports, each of which is estimated directly 
and independently. It should, therefore, be noted that the estimate of consumption included for Chile is a direct and 
independent estimate, in contrast to the treatment here used in the analyses for Argentina, Brazil, Mexico and Latin 
America as a whole. For the four latter groups, consumption is estimated as a residual function of the gross product, 
less gross investment, less exports, plus imports. 

The gross product of Chile has been deflated through the use of a gross product deflator index calculated by the 
Corporacioén de Fomento de la Produccién as a weighted composite of the cost-of-living index and other price indexes. 
Because of deficiencies in price indexes, discussed in the general note at the end of chapter I, the method of deflating. 
the gross product, here used, is considered to be less satisfactory than the method used in the case of Argentina, Brazil, 
and Mexico (see the general note at the end of chapter I, and the notes to tables 20, 33 and 55). It is believed that the 

oss product deflation method for Chile probably has the effect of understating the growth in the gross product and 
istorting year-to-year movements. 

To maintain consistency of treatment of the balance of payments data in this study, the balance of payments data for 
Chile, which are originally reported in dollars, were converted to Chilean pesos of 1950 on the basis of purchasing-power 
parity rates of exchange. Thus, the balance of payments data here used differ slightly in level from those used in the study 
of the Corporacién de Fomento de la Produccién. The over-all structure of the balance of payments, however, is not 
affected, and the resulting difference in level is small. In the price-base year, 1950, for example, the resulting difference 
amounts to less than one per cent of the gross product. 

Col. (3): Calculated by the United Nations Economic Commission for Latin America. 

Col. (4): Based on col. (3); see general note at the end of chapter I. 

Col. (5): Col. (4) as a percentage of col. (2). 

Col. (6): Col. (2) less col. (4); see general note at the end of chapter I. 

Col. (7): The estimate of the stock of capital here used is based principally on the unpublished study, “El proceso 
de capitalizacién en Chile, 1938-1950”, by Ewald Hasche S., University of Chile, Institute of Economics, 1951. This 
study presents the depreciated replacement value of fixed capital, by activities, for the period 1938-1949. It is based 
on the 1938 Census of Industry, and on corporation balance sheets te that year. The benchmark estimate of the value 
of the stock of capital in 1938, takes into account detailed information on the age composition of the stock of capital in 
1938, by type of capital good. The estimate was extended year by year, by depreciating existing capital and adding new 
investment. The estimate of the stock of capital excludes inventories, except for cattle. 

The following main adjustments have been applied to the estimates by Hasche. A more up-to-date and more adequate 
estimate of the value of the stock of capital in the agricultural sector, by the Corporacién de Fomento de la Produccién, 
has been used in place of Hasche’s estimate for this sector. Hasche’s estimates have been reworked to introduce different 
assumptions on the average length of life of the stock of capital; see the general note at the end of chapter I. Hasche’s 
estimates have been extended for the years 1950, 1951 and 1952, and have been adjusted for revisions in the gross in- 
vestment estimates since the time of the completion date of his study. See note to col. (2) of this table. 

Col. (8): Col. (6) divided by col. (7). 

Col. (9): Col. (6) divided by estimates of the active population. The latter are from the Corporacién de Fomento 
de la Produccién sources cited in the note to col. (2) of this table. 
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average of 4.7 per cent of the gross product during this 
period, according to the above-mentioned estimates. 

This improvement in the terms of trade, while being 
important in Chile, did not have the same implications 
as in other countries. Indeed, the Chilean terms of trade 
deteriorated sharply after the world economic crisis of 
1929, and have never recovered their former level. The 
terms of trade for 1951 and 1952 were the highest since 
the contraction, although they were still 42 per cent below 
the level of 1925-29. This has been one of the most impor- 
tant factors influencing new capital investments, which 
also failed to recover the level attained in the years of 
prosperity, both in absolute terms and in relation to the 
gross product. Here is one of the main causes for the 
relatively slow development of Chile. 


3. AVAILABLE GOODS AND SERVICES, CONSUMPTION 
AND INVESTMENT 


While the improvement in the terms of trade contrib- 
uted to increasing the Chilean gross product, other 
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elements have had the reverse effect by reducing, although 
to a lesser degree, the volume of available goods and 
services for consumption and investment. Available goods 
and services were lower than the gross product for the 
period 1945-52, with the exception of a single year, as 
may be seen from the first chart on plate 20. Chile has 
had to export more goods and services than are imported, 
as shown in table 44, thus reducing the volume of available 
goods and services. In tables 45 and 46, trends in the 
geographic balance of payments, explaining this chronic 
excess of exports, may be studied. Furthermore, the 
inflow of new capital into Chile was lower than income 
remitted abroad on foreign investments. The difference 
had to be covered by exports, to the extent that it could 
not be offset by monetary reserves and compensatory 
external short-term credits. In 1945-52, the volume of 
remittances was equivalent to 38,600 millions, whereas the 
inflow of capital was 18,800 millions. Since a total 
14,000 millions of foreign-owned capital was simulta- 
neously repurchased, however, the net capital inflow 


Table 45. Exports and imports of goods and services in Chile, 1945-52 
(Thousands of million pesos at 1950 prices) 
Imports Exports Excess 
of imports 
Youn Freight ; Freight 3 or 
Goods _ and Other services Total Goods _ and Other services Total exports (—) 
insurance insurance 
(1) (2) (3) (4) (4) (6) (7) (8) (9) 
LOAS. ctechereeeusoe 16.0 4.3 1.0 21.3 24.7 1.9 1.0 27.6 —6.3 
N94Ow. ees Fase: 19.2 4.7 1.4 Doo PERO) 1.4 1.4 26.1 —0.8 
MOAN rep oecetindray oF PALL 5.4 1.4 28.5 26.8 ee 1.4 29.4 —0.9 
OAS ost cw elao ache 19.8 Sysa3 1.4 26.5 29.4 1.4 ites} 32 —5.6 
HOAO % ots seecomenanstens 22.0 5.6 1.4 29.0 23.6 1.4 Le3 26.3 Zt 
LOSO etre ace 18.0 4.7 1.5 24.2 26.0 Nel 1.0 28.1 —3.9 
MOS tees hs sete PATA 5.4 Was 28.6 30.9 1.2 eal 33.2 —4.6 
MOE Zirsicnete eset: 24,1 5.4 1.3 30.8 36.7 OF 1.0 38.4 —7.6 


Sources and methods 


See general note at the end of chapter I on the balance of payments. 
1945: Balance de pagos de Chile, 1945, Banco Central de Chile. 
1946-50: Balance of Payments Yearbook, International Monetary Fund. 


1951-52: Banco Central de Chile. 


For definitions and coverage of the column headings, see Balance of Payments Yearbook, International Monetary 


Fund, vols. 3 and 4. 


Col. (1): Import data was converted from a c.i.f. to an f.o.b. basis by assuming a uniform deduction of 17 percent. 
Col. (2): The 17 per cent deduction from c.i.f. imports was added to the gross debits reported for Chilean transport 


and insurance accounts. 


Cols. (3) and (7): Primarily foreign travel and government. 


Col. (5): Includes non-monetary gold. 


Col. (6): Gross credits reported for Chilean transport and insurance accounts. 


Table 46. Movements of external payments which tend to increase or decrease 
available goods and services in Chile, 1945-52 


(Thousands of million pesos at 1950 prices) 


A. Factors which tend to increase available goods and services 


Inflow of foreign capital 


Direct, Special Decrease in Official 
¥, ng- Short-term official Total official mone- short-term Total 
care term Sinancing tary reserves credit 
(1) (2) (3) (4) (5) (6) (7) 
1945.... ; 0.7 0.7 = 0.8 io 
1946.... = = 0.6 0.6 4.6 = 5.2 
1947.... 0.2 = 0.3 0.5 3. 2.0 5.6 
1948... . 0.4 0.3 1.4 Pell = 0.3 2.4 
1949 «cm 4.4 = 3.4 7.8 0.1 = 7.9 
1950.21 = = 1.4 1.4 = thal! Pes) 
1951.... 1.0 = 0.8 1.8 = 0.9 ath 
WO Ziarer 2.4 = 1.5 3.9 = = 3.9 
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B. Factors which tend to decrease available goods and services 


bs 
; 


Outflow of foreign capital 
Short. Remittance Increasein Decrease in 
Amortization Direct term Total of profits official mone- official short- Total 
Years capital Bt ee tary reserves term credit 
1) (10) (11) (12) (13) (14) (5) (16) 
O45 5 S.cismeer 1.2 Os IZ 4.1 0.7 0.6 6.6 
1946, 1.6 1.2 = 2.8 3.9 a = 6.7 
Ne riya ctor 0.9 = 0.1 1.0 5.4 = = 6.4 
OAS sate eierteng iba = eS tel 6.3 0.8 = 8.2 
1949... jason 1.6 = 0.1 itr 4.5 = Or: 6.3 
1950 5s errs 13 0.4 = Where 4.9 0.4 = 7.0 
DE tt Moses Aces. 2.0 = = 220 4.8 0.3 = (eu 
LOS 20.5 ate ote 1.8 = 0.7 20 4.7 Iai 1.0 9.9 
C. Net result 
Factors Factors Errors Excess of 
Y, of 9 and imports or 
ears increase decrease omissions exports (—) 
(18) (19) (20) 
1945). acctoiers ts cave pee 5: 6.6 —1.2 —6.3 
JOAG .. Speeesiiens al tecieneree! Dee Onn 0.7 —0.8 
LOA (anne cktanists mente 5.6 6.4 —0.1 —0.9 
L948’ Sao wded sees 2.4 4 0.2 —5.6 
1949 os is sie esos esp 7.9 6.3 pil yet 
LOS Oe sity Gerele aes 2.0 7.0 0.6 —3.9 
HOST: Lavan bit ee roe Diet) coed —0.2 —4.6 
W952 rope ledsuarars woos, are jottes 3.9 9.9 —1.6 —7.6 


Sources and methods 
See general note at the end of chapter I on the balance of payments. 


For general sources, see notes to table 45. 


Col. (9): Primarily repayment of United States Export-Import Bank loans and credits, and 


amortization of the public debt. 


Col. (10): Direct investment outflows in 1946 and 1950 were primarily due to net reduction in 


foreign mining investment in Chile. 
Fund, vol. 2, pp. 108-109; vol. 4, p. 73. 


amounted to a total of only 4,800 millions. Hence, profit 
remittances exceeded net capital inflow by 33,800 millions, 
equivalent to 3.2 per cent of the gross product, during 
this period. 

By deducting the excess of exports from the gross 
product (tables 47 and 48) the figures for available goods 
and services are obtained. The latter will now be analysed 
as to their distribution between consumption and invest- 
ment. In the first place, the annual growth of consump- 


Table 47. The gross product and available goods and 


services for consumption and investment, in Chile, 


1945-52 
(Thousands of million pesos at 1950 prices) 


Gross Excess of imports Available goods 


Years product or exports (—) and services 
(1) (2) (3) 
1945 sl ie a 125.6 —6.3 119.3 
1946 hess tare 125.4 —0.8 124.6 
LOA TF. ces hots 119.5 —0.9 118.6 
1948... 133.5 —5.6 127.9 
LOAD Smee 127.0 ead 129.7 
1950. 131.9 —3.9 128.0 
1951.. 142.0 —4.6 137.4 
ASB 2s eae io 152.7 —7.6 145.1 


Sources and methods 
Col, (1): Table 44, col. C 
Col. (2): Table 45, col. (9 
Col. (3): Col. (1) plus col. (2). 


See Balance of Payments 


earbook, International Monetary 


tion was moderate between 1945 and 1952: 2.7 per cent 
in total, and one per cent per capita. However, the infor- 
mation in the charts of plate 22 indicates that this growth 
rate was not consistent throughout the entire period. 
Between 1945 and 1949, for example, the proportion of 
goods and services for consumption fell noticeably, from — 
88.9 to 85.7 per cent, thereby favouring investment. 
Between 1949 and 1952, however, the relative importance 
of consumption rose, at the expense of investment and of 
even greater significance is the fact that this occurred 
when the terms of trade were more favourable for Chile 
and when greater incentives for capital formation existed — 
(see plate 21). This suggests that the entire benefit — 
accruing from the improvement in the terms of trade has 
been applied to consumption. 

The rate of investment is relatively low in Chile. This 
serves to explain why manufacturing, agricultural and 
mining output rose at a rate of only 3.2 per cent, whereas 
the other countries of Latin America, excluding Argentina — 
for special reasons, recorded an annual growth rate for 
aggregate output of 4.8 per cent between 1945 and 1952. 


4, CAPITAL ACCUMULATION AND PRODUCTIVITY 


For the above reasons, the rate of capital accumulation 
was less than 3 per cent per year between 1945 and 1952. 
By relating this rate to that of total output, a decline in 
both the output-capital ratio, and in output per worker will 
be noted (see the third chart of plate 20). . 

For agriculture, manufacturing, construction and min-— 
ing, the accumulation of capital was almost similar to 


| 
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Plate 21 


CAPACITY FOR EXTERNAL PAYMENTS AND CAPACITY TO IMPORT, AND 
THEIR INFLUENCE ON INVESTMENT AND IMPORTS, IN CHILE, 1945-52 


(Natural scale) 


Thousands of million pesos at 1950 prices As a percentage of the gross product 
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Table 48. Available goods and services, consumption and investment in Chile, 
1945-52 


(Pesos at 1950 prices) 


Ratio to the total Per capita 
Consump- Invest- Total 
Total tion ment Consump- Invest- available Consump- _Invest- 
Veurs tion ment goods and tion ment 
services 
(thousands of million pesos) (percentages) (thousands of pesos) 
(1) (2) (3) (4) (5 ) (6) (7) (8) 
1945.25... stasis 119.3 106.1 Npjees 88.9 TERI 223 19.8 220 
LO4654: ere ere 124.6 2 11.9 90.4 9.6 22.9 20.7 2.2 
VOAT accaterds elaie bie cnisvele 118.6 104.3 14.3 87.9 Ip 2175 18.9 2.6 
VOAG Sei ats idisrors eieres tess 127.9 inhey 16.7 86.9 (Shs 22.8 19.8 3.0 
19405 exter. ct reo 129.7 pb bey 18.5 85.7 14.3 22r At 19.5 Bh 
OS OR stares lorie evel 128.0 112.9 Sik 88.2 11.8 22.0 19.4 2.6 
DOS UN ccs tavdeerelee toleteecneeas 137.4 120.5 16.9 87.7 12.3 23.2 20.4 2.9 
TOG 2.28 baw te tee rare 145.1 128.1 17.0 88.3 TESTE 24.1 2125 2.8 
Sources and methods 
Col. (1): Table 47, col. (3). 
Col. (2): See note to table 44, col. (2). 
Col. (3): See note to table 44, col. (2). 
Col. (4): Col. (2) as a percentage of col. (1). 
Col. (5): Col. (3) as a percentage of col. (1). 
Col. (6): Col. (1) divided by table 44, col. (1). 
Col. (7): Col. (2) divided by table 44, col. (1). 
Col. (8): Col. (3) divided by table 44, col. (1). 


that for the economy as a whole, or, a rate of 2.7 per cent 
annually, while output increased 3.2 per cent. The greater 
increment to output partially reflects an improvement in 
the output-capital ratio, which rose slightly until 1948 
and then declined, although it did not lose all the ground 
gained earlier. In contrast, product per worker tended 
to rise persistently, as a consequence of an increase in the 
stock of capital per worker. The latter was seen to grow 
at the rate of 3.3 per cent during the period 1945-52, 
while the product per worker rose 6.6 per cent. 


Different tendencies produced these phenomena and 
are analysed in plate 23, where the first three charts show 
the respective curves for agriculture, manufacturing and 
mining. In the case of agriculture, attention should be 
directed to the decrease of capital stock, which declined 
at an annual rate of 1.2 per cent. It would appear that 
new investments were inadequate to compensate for the 
depreciation of invested capital. This leads to the conclu- 
sion that capital has been used relatively more intensively. 
Although by this means, deferred demand for capital also 
accumulated—which cannot be postponed for too long 
a period—some improvement has nevertheless been ef- 
fected in the output-capital ratio. 


On the other hand, the stock of capital in manufactur- 
ing increased 6.1 per cent, and output 4.9 per cent 
annually. It would therefore appear that the output- 
capital ratio declined somewhat, although in fact it was 
relatively high in Chile at the beginning of the period 
1945-52, for the same reason as in other countries, 
namely, the intensive employment of existing capacity 
during the war. Investments made since then have 
allowed for a wider margin of idle capacity, with a con- 
sequent decrease in the output-capital ratio. It is quite 
possible that other factors were also present, but available 
data are inadequate to determine their influence. 


Full capacity is clearly not being utilized in the case of 
mining, and the output-capital ratio has also declined. 

The gross product per worker has developed in a 
distinct form for each type of activity. In mining, the 
labour force increased slowly while output declined and, 
as a consequence, output per worker decreased. In manu- 
facturing, output per worker has increased at an annual 
rate of 2.1 per cent. Agriculture has remained stationary, 
output per worker diminishing by 0.2 per cent annually. 

The rate of growth of output must now be compared 
in these three activities which, together, expanded at an 
annual rate of 3.2 per cent. The highest rate of growth 
took place in manufacturing output, namely, 4.9 per cent 
annually. This was slightly lower than official statistics 
indicate, owing to adjustment of the data for the past 
three years. In agriculture, the rate of output growth 
was 1.9 per cent annually, whereas in mining it dropped 
to 0.7 per cent after sharp fluctuations. 


5. THE CAPACITY FOR EXTERNAL PAYMENTS, 
THE CAPACITY TO IMPORT AND IMPORTS 


Despite a contraction in exports, Chile’s capacity for 
external payments rose from 28,300 million pesos in 1945 
to 42,400 million pesos in 1952. This was largely due to 
the favourable trend in the terms of trade and, to a lesser 
extent, to the inflow of foreign capital. This may be seen 
in the first chart of plate 21 (tables 50 and 51). 

The capacity for external payments exercised a marked 
influence upon investments. This is evident from the 
coefficients of both in relation to the gross product, as 
shown in the second chart. The investment coefficient 
follows the trend of the coefficent of capacity for external 


® The official estimates of industrial output were recalculated for 
the years 1950, 1951 and 1952 to give the expansion of iron and steel 
production its appropriate importance in terms of value added. 


————————s— ss, 
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payment. The intensified repercussions of the terms of 
trade did not affect the coefficient of capacity for external 
payment to the same extent, owing to the aforementioned 
decline of exports. 
The capacity to import fluctuated in a similar manner 
to that of the capacity for external payments, varying 
between a maximum of 84.7 per cent in 1952 to a min- 
imum of 77.7 per cent in 1950; the average has remained 


69 


about 80 per cent of the total capacity. The difference 
can be explained principally by remittances of profits 
and interest and by the repurchase of foreign-owned 
capital, which in some years reached a substantial sum. 
With the exception of 1945, 1948 and 1952, imports 
of goods and services exceeded the capacity to import, 
while there was a corresponding movement in monetary 
reserves and compensatory external short-term credits. 


Table 49. Recent economic development of agriculture, manufacturing and min- 
ing in Chile, 1945-52 


Output Capital stock 


(thousands of million pesos at 
Meee) 1950 prices) 


(1) (2) 


Output per worker 


Labour force Output-capital ratio _ (thousands of pesos 
(thousands) at 1950 prices) 
(3) (4) (5) 


A, Agriculture, manufacturing and construction, and mining 


IS iain otto. dao 59.1 101.0 1,192 0.58 49.6 
LOAG Seraeeciiie 62.7 102.1 1,250 0.61 50.2 
MOAT ics: tealocarsns 63.5 104.8 1,258 0.61 DOGS 
OAS Ret reeer nr 66.8 106.7 1,277 0.63 52.3 
OAD eines stoy 68.9 111.5 1,308 0.62 52.0 
DOS One wemrd 32 66.9 115.1 1,332 0.58 50.2 
IE etre 69.0 118.7 1,359 0.58 50.8 
HEE Aa oe OAR 73.5 121.5 1,389 0.60 52.9 
B. Agriculture 
iI Gye oe oA 21.7 45.3 692 0.48 31.4 
OG oo poeeae 22/53 44.1 707 0.51 Sls 
CEs dee qooee PANT 43.4 722 0.50 30.1 
OAS aicteinye <i-: 23.5 43 .0 737 0.55 31.9 
GAO Merial <5) 25.4 43.0 753 0.59 33.7 
1950... 23.9 41.9 769 0.56 30.6 
1951... 23.9 41.8 785 0.57 30.4 
105 Oars ieag 24.8 41.5 802 0.60 30.9 
C. Manufacturing and construction 
Ke) ogane pane 29.4 44.9 410 0.66 le 
1946.. 33.3 47.3 454 0.70 73.4 
IEG oe os Be 33.8 50.5 448 0.67 75.4 
VOAS oars terel cis > 34.8 52.0 450 0.66 3} 
NO AO Teeeretatetnet: 36.1 57.1 467 0.63 77.3 
ERO ovate. 36.1 61.6 474 0.59 76.2 
TOS Tcyeratah ota) ayer 37.4 64.9 484 0.58 17.3 
OS aerate 41.1 68.0 496 0.60 82.9 
D. Mining 
IS bec hncceie 8.0 10.8 90 0.74 88.9 
NOAG er re at (een 10.7 89 0.66 79.8 
Oe lien Oe 8.0 10.9 88 0.73 90.9 
(OU Seconeaee | 8.5 11.0 90 0.77 94.4 
OAQ. / igus: iets 7.4 11.4 89 0.65 83.2 
BOS Obreeate eres 7.3 11.6 89 0.63 82.0 
MOS le rretelerai ts Heth 12.0 90 0.64 85.6 
ID bodinw 7.6 12.0 92 0.63 82.6 


Sources and methods 
Col. (1): See general note at the end of chapter I and the note to table 12, col. (2). 


A. Total: See note to table 44, col. (6). 


B. Agriculture: Index of the quantum of agricultural output multiplied by the gross product 
evens in the agriculture sector in 1945, expressed in 1950 prices; based on official statistics. 

C. Manufacturing and construction: Index of the quantum of manufacturing and construction 
output multiplied by the gross product originating in the manufacturing and construction sectors 
in 1945, expressed in 1950 prices. The official statistics on manufacturing and construction output 
were recalculated for the years 1950, 1951 and 1952, with a view to giving the expansion of iron and 
steel output, in this period, its relative importance in terms of value added. 

D. Mining: Index of the quantum of mining output multiplied by the gross product originating 
in the mining sector in 1945, expressed in 1950 prices; based on official statistics. 


Col. (2): See note to table 44, col. (7). 
Col. (3): See note to table 44, col. (9). 
Col. (4): Col. (1) divided by col. (2). 
Col. (5): Col. (1) divided by col. (3). 
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Table 50. Capacity for external payments and the capacity to import in Chile, 
1945-52 


(Thousands of million pesos at 1950 prices) 


A, Total capacity for external payments 


Effect of the terms of trade 
ince 1945 


Inflow of Total capacity for sree 
Years Exports foreign capital external payments Uneolas ‘As a percentage of 
figures the total capacity 
(2) (2) (3) (4) (5) 
1945 x Serres 27.6 0.7 28.3 = = 
OAG 2 3. Ae tastes 26.1 0.6 26.7 1.5 5.6 
LOST OR aca stes 29.4 0.4 29.8 2.3 Vet 
1948. amie ee te 32.0 el 34.1 3.9 11.4 
LOAD aa cnes aheve ics 26.4 7.8 34,2 3.6 10.5 
1950... Nes aise letere 28.2 1.4 29.6 T.2 24.3 
LO51 Sue Bose 1.8 35.0 10.7 . 30.6 
952) ict sieecterce ras 38.4 4.0 42.4 14.5 34.2 
B. Capacity to import 
Total capacity Remittance Repurchase of ees Imports of 
Years for external of profits fordgi-ocned rr goods and 
payments and interest _ capital in Chile Absolute Percentage of services 
figures total capacity 
(6) (7) (8) (9) (10) (12) 
1945 sehen a 28.3 4.1 De 23.0 81.3 PANES 
1946 shee wea 26.7 3.9 2.8 20.0 75.0 25.3 
OAT eared evece 29.8 5.4 0.9 23-0 78.9 28.5 
1948 Sona vich,o eer 34.1 6.3 i Nel 26.7 78.3 26.4 
1949 Sires aret 34.2 4.5 1.6 28.1 82.2 29.0 
L950 h Agere ah tenes 29.6 4.9 Eo 23.0 Alert 24.2 
LOS De ences 35.0 4.8 2.0 28.2 80.6 28.6 
1952 Moire 42.4 4.7 1.8 35.9 84.7 30.9 
Sources and methods 
Col. (1): Table 45, col. (8). 
Col. (2): Table 46, col. (4). 
Col. (3): Col. (1) plus col. (2). 
Col. (4): Table 44, col. (4). 
Col. (5): Col. (4) as a percentage of col. (3). 
Col. (6): Col. (3). 
Col. (7): Table 46, col. (13). 
Col. (8): Table 46, cols. (9) plus (10). 
Col. (9): Col. (6) less cols. (7 + 8). 
Col. (10): Col. (9) as a percentage of col. (6). 
6. IMPORTS OF CAPITAL AND OTHER GOODS AND THEIR Table 51. Ratio of the capacity for external payments 
PROPORTION TO THE GROSS PRODUCT and investments to the gross product in Chile, 
_ The relatively slow development of the gross product 14ers 
makes the coefficient of imports, in relation to the gross Capacity for Capacity for 
° . P, B external Investment external Investment 
product, higher than in other countries. The coefficient payment payment 
of capital goods imports to investment increased substan- on Abeolute figures ; 
tially throughout the period and, although it has lost some (thousands of million pesos (percentage of the gross 
. . ° - at 1950 prices) product) 
of its impetus in recent years, it still amounted to 59.4 
per cent in 1952, as compared with 38.6 per cent in 1945. @ 2) &) @ 
This corresponds to the growing proportion of imported 1945..... 28.3 1322 22.5 10.5 
capital goods to total imports, which increased from 23.7 1946... =. 26.7 11.9 21.3 9.5 
per cent in 1945 to 32.8 per cent in 1952. There has been 1947..... 29.8 14.3 24.9 12.0 
a certain downward tendency in the ratio of imports to 19485 .<-* 34.1 16.7 29.5 12.5 
consumpti 1949..... 34.2 18.5 26.9 14.6 
Sam 1950 29.6 15.1 22.4 11.4 
These facts appear to indicate that there is still a fairly 1951..... 35.0 16.9 24.6 11.9 
wide margin in the field of investment for the substitution oss 42.4 17.0 27.8 lll 
of imported goods, and that this margin is being used for 
developing the output of capital goods. This would Sources and methods 
account for the recent decline in the coefficient of im- Col. C: Table 50, col. (3). 
orts of such goods, which was also affected b i perce os Vibe gece nee oak 
p ; 8 » Wh O alected Dy ‘growing Col. (3): Col. (1) as a percentage of table 44, col. (2). 
production at the new iron and steel plant. The decline Col. (4): Col. (2) as a percentage of table 44, col. (2). 
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RELATIONSHIP BETWEEN AVAILABLE GOODS AND SERVICES, 
CONSUMPTION AND INVESTMENT, AND IMPORTS 
IN CHILE, 1945-52 


Consumption and investment as a percentage 


of available goods and services 


CONSUMPTION 


-_ 


INVESTMENT 


1945 1950 


Ratio of imports of capital goods and other 
goods to total imports 


IMPORTS OF OTHER GOODS 


IMPORTS OF CAPITAL GOODS 


1945 1950 


Imports as a percentage of available goods 
and services 


1948 1950 


Imports of capital goods and other goods as 
a percentage of investment and consumption 
respectively 


CAPITAL GOODS 


OTHER GOODS 


1945 1950 
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Plate 23 


OUTPUT, CAPITAL STOCK AND PRODUCTIVITY, BY ACTIVITIES, IN CHILE, 1945-52 


Pesos at 1950 prices 3 
(Semi-logarithmic scale) 
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Plate 24 


GROSS PRODUCT, OUTPUT AND INDICES OF THE TERMS OF TRADE, BY ACTIVITIES, 
IN CHILE, 1945-52 


Gross product and output 
Thousands of million pesos at 1950 prices 
(Natural scale) 
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the severe import restrictions on certain goods, which for 
the time being cannot be substituted and which can un- 
doubtedly be postponed. 


in the coefficient of imports of consumer goods suggests 
that Chile has continued to make active use of this margin, 
as occurred in the past. This is also true for the effects of 


Table 52. Composition of imports in Chile, 1945-52 
‘mer w i fonsum: R Capital 
eae Rear ‘ Eee is Fuel bec . Aete a materia als Fuel peer, 
Years Cetion 

a ron million S re rs) 

Pee at Tae orieas a mar fe 
() (2) (3) (4) (5) (6) (7) (8) (9) 
1945 Sen acne 21.3 7.8 6.2 PA oe 36.8 29.1 10.4 2311 
M9AG a .5, oe cts ais PAVE 9.0 (St Dk Ho 35.4 24.0 12.4 28.2 
TOA Te ke yorsyesse Ie 28.5 10.7 Dine SAS 9.1 Silo, 18.1 i235 doek 
ROAR aye) teetee 26.5 8.5 5.4 4.0 8.6 32.0 20.4 15.0 32.6 
1949 ssi b east. 29.0 8.2 6.5 3.9 10.4 28.3 22.4 13.4 35.9 
1950. Secrest 24.2 7.4 5.6 2.6 8.6 30.3 23.3 10.8 35.6 
POSTE ei sieete sv 28.6 8.8 5.9 4.2 9.7 30.8 20.8 14.5 33.9 
1952 eet fo.)t ee 30.8 2 5.8 Sit? 10.1 36.4 18.9 11.9 32.8 


Sources and methods 
Col. (1): Table 45, col. (4). 
Cols. (2), (3), (4) and (5): Col. (1) multiplied by cols. (6), (7), (8) and (9), respectively. 
Col. (6), (7), (8) and (9): Based on a tabulation of the quantum of imports in 1948 prices made 
by the United Nations Economic Commission for Latin America. 


Table 53. 


Relative importance of imports with respect to investment, consump- 
tion and available goods and services, in Chile, 1945-52 


i Consumer Ri i, 
eae 6 ont ecietals Fuel ris ero 
Years goods to available goods 
Bivestinens (as @ percentage of consumption) iaiic serorces 
(1) (2) (3) (4) (5) 
LOAD D.ciacrtert alate 38.6 7.4 5.8 2.4 17.8 
NOAG 25 at scc Gite ees 59.7 8.0 5.4 2.8 20.3 
VOAT. cnicenrre i ste 63.6 10.2 5.0 3.4 24.0 
OAS apie dorsi o1.5 7.6 4.9 3.6 20.7 
OAD is cca sale a0 ao2:. 56.2 7.4 5.8 3.5 22.4 
D950. Se teene or 2 57.0 6.6 5.0 2.3 18.9 
OST ep scrs teste eres es 57.4 Ges) 4.9 3.9 20.8 
NOS eiisses ase 59.4 8.8 4.5 2.9 21.2 
Sources and methods 


Col. (1): Table 52, col. (5) as a poressane of table 48, col. (3). 
on (2), (3), (4): Table 52, cols. (2), (3) and (4), respectively, as a percentage of table 48, 
col. (2). 
Col. (5): Table 52, col. (1) as a percentage of table 48, col. (1). 
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Table 54. The gross product, output and relative prices in Chile, 1945-52 
(Pesos at 1950 prices) 


Gross product Output 


Gross product Output Tndices|of Tidicestof, 
ae elatis 7. relatit 
Mears (eareee, of eer pesos at wort 5 satrap tea pares pesos at opr 
() (2) (3) (4) (5) (6) 
A. Agriculture B. Manufacturing 
L945 Fees 20a Pts Th 100.0 29.4 29.4 100.0 
946 aes 20.5 22.3 91.9 30.7 33.3 92.2 
LOT Sask 19.6 21.7 90.3 28.2 33.8 83.4 
1948....... 22.4 23.5 95.3 30.8 34.8 88.5 
1949.0... 19.7 25.4 77.6 30.5 36.1 84.5 
PO5O; secsasce 20.0 23.0 85.1 31.4 SL o}eul 87.0 
HOST vtercia « 22,1 23.9 92.5 39.0 37.4 93.6 
NOB 2 ape tes 23.9 24.8 96.4 Bae 41.1 91.7 
C. Mining D. Other activities 
1945). terres 8.0 8.0 100.0 66.5 66.5 100.0 
OSG ie iar 7.8 teal 109.9 66.4 61.2 108.5 
OAT ce ais 3s 9.7 8.0 PAN? 62.0 53.0 aes) 
1948. 11.0 8.5 129.4 69.3 62.8 110.4 
1949.. 7.4 7.4 100.0 69.4 54.5 WES} 
LOO aeons 8.3 hes 113.7 Hee 57.8 124.9 
EOS Vyas ace etl HENS 100.0 bile. 2 62.3 123759: 
BOSD eerncees 8.4 7.6 110.5 82.7 64.7 127.8 


Sources and methods 
For a general discussion of sources and methods see the general note at the end of chapter I, 
the note to table 12, the note to table 44, cols. (2), (4) and (6), and the note to table 49, col. (1). 
Cols. (1), (4): See note to table 44, col. (2). 
Cols. (2), (5): Agriculture, manufacturing and construction, mining: see note to table 49, 


col. (1). 
tion, and mining. 


Cols. (3), (6): Col. (1) divided by col. (2). 


Other activities: table 44, col. (6) less output for agriculture, manufacturing and construc- 


D. Mexico® 


1. THE RECENT DEVELOPMENT OF MEXICO AND THE 
PROBLEM OF INCOME DISTRIBUTION 


Mexico offers a most interesting field of analysis to 
research workers in economic growth. The introduction 
of modernized agriculture alongside traditional forms of 
this activity, the vigorous progress of industrialization, the 
high rate of population growth and the social changes 
inherent in the process of development, among others, 
fully justify this statement. Yet it is difficult to investigate 
these problems more thoroughly owing to a lack of sys- 
tematic data. However, a most important document, from 
the standpoint of economic research in Latin America, was 
recently published. This is a report on the economic 
development of Mexico, prepared jointly by economists of 
the Mexican Government and by the International Bank 
for Reconstruction and Development.?® In addition to its 
intrinsic merits, the report proves that Latin-American 
countries can undertake such research seriously and in a 
scientific spirit. Work of this type is of considerable 
importance, both in determining and assessing the dy- 


® The calculations made in this analysis were based on gross prod- 
uct data, valued in terms of pesos at 1950 prices, that is to say, all 
the gross product series are expressed in constant prices. In this 
and other connexions, see the general note at the end of chapter I. 

1° The Economic Development of Mexico and its Capacity to 
Absorb Foreign Capital, a report by the Joint Commission of the 
Government of Mexico and the International Bank for Reconstruc- 
tion and Development, Mexico. 1952. 


namic factors of a Latin-American economy, and as a 
means of ensuring its optimum utilization in order to ac- 
celerate the rate of development. This report was used in 
preparing the present chapter and, in addition, certain pro- 
visional calculations were made to extend the statistical 
data to 1952. 

Between 1945 and 1952, the annual rate of Mexican 
growth in the gross product was equivalent to 5.2 per 
cent, thus raising its gross product in 1952 to 46,100 
million pesos at 1950 prices. This implies an annual 
per capita increase of 2.4 per cent. In order to maintain 
this rate of development, the country has found it neces- 
sary to raise the coefficient of investment substantially. 
In 1952, the rate of investment, relative to the gross 
product, was 16.3 per cent. 

It is surprising to note that despite the increased coef- 
ficient of investment, the rate of Mexican economic de- 
velopment during the past six years was lower than 
the annual rate of 7.5 per cent recorded for the period 
1939-46, when the investment coefficient averaged only 12 
per cent. 

The reason for this disparity will be found in the 
fluctuations of the output-capital ratio. During the period 
1939-46, the stock of capital was fully employed, since 
capital goods were difficult to obtain during the war and 
ample labour surpluses, which agriculture had not 
absorbed, were available for more intensive utilization 
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of existing capital equipment. Furthermore, Mexico’s 
economy reaped the benefits of earlier large investments 
in irrigation and road-building which typically require a 
certain length of time before showing a high rate of 
utilization. Thus the output-capital ratio was high in 
that period. From 1946 onward, the ratio has tended to 
decline. The explanation for this contraction lies in 
fortuitous factors, which adversely influenced the employ- 
ment of the existing capacity of productive enterprises, 
thereby lowering the output-capital ratio. This was ac- 
centuated in the post-war period owing to foreign com- 
petition in Mexico’s industrial sector. In any event, it is 
natural that when investment could be made more easily, 
a margin of expansion should be left for future growth 
of output, although it may temporarily contribute to a 
decline in the output-capital ratio. Lastly, it should be 
recalled that during the latter period certain basic invest- 
ments (which had formerly been neglected) must have 
been stimulated, which are essential to maintain, if not 
to accelerate, the rate of development. These new invest- 
ments were principally directed towards irrigation, trans- 
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port and manufacturing, where the output-capital ratio 
is lower, at least in the initial stages. 

In Mexico, the margin for these investments is still very 
broad. The joint report, mentioned earlier, draws par- 
ticular attention not only to those investments but to 
others, such as prospecting and drilling of oil wells, re- 
afforestation and soil conservation measures against ero- 


sion. All have a low output-capital ratio at the outset, but — 


are essential in minimizing obstacles to future growth. 

In order to carry out new investments, and to maintain 
others required for the development of its activities, 
Mexico must raise its investment coefficient still further, 
especially if the rate of development for the past seven 
years is to be accelerated. The government has recog- 
nized the advisability of the participation of foreign 
capital, particularly in basic investments by the State. 
So far, foreign capital has not played a very important 
role and in 1939-45 it represented 9.4 per cent of total 
investment, declining slightly in subsequent years. During 
this period, therefore, domestic saving was the decisive 
factor in the growth of investment. 


Table 55. Population, gross product, output, capital and productivity in Mexico, 
19 


45-52 


(Pesos at 1950 prices) 


Out, 
Popula- Gross _ Effect of the terms of trade ay 
tion product since 1945 Output Capital Output. Output 
Years ea eas 
ratio worker 
(mil- (thousands of (thousands of (percentage of (thousands uf (thousands of 
lions) million pesos) million pesos) gross product) million pesos) million pesos) (pesos) 
(2) (2) (3) (4) (5) (6) (7) (8) 
LOAD poraa cca eiehent tars 2252 32.3 - = 32.3 Horo Ooo 4,681 
VO4G Ss dxccitic teeta 22.8 34.7 0.2 0.6 34.5 61.4 0.56 4,859 
LOAT sscrs esracpnstanaate 23.4 35.6 0.2 0.6 35.4 65.0 0.54 4,849 
1948 pitas ceesen oa 24.1 Shed 0.4 ae 37.1 68.8 0.54 4,882 
LOAO  eprtestoh dyss ee 24.8 38.9 -—0.1 —0.3 38.9 fsc0 esos 4,924 
1950 5.4% @ adorn eon rs 20a 43.3 0.1 0.2 43.2 disc) 0206 5,268 
LOST ie crate en uric 26.3 45.9 0.8 inet 45.1 83.8 0.54 5,306 
1952 needa tembeesteT ee 26.9 46.1 0.3 0.6 45.8 89.6 0.51 5,264 
Sources and methods 


Cols. (1), (2), (3), (5) and (6): See general note at the end of chapter I on sources, methods and 


concepts. 


ol. (2): The basic source for the gross product data was The Economic Development of Mexico, 


Report of the Combined Mexican Working Party, 1953 (tables 1 and 2), prepared by the IBR 
Data for 1951 and 1952 are based on preliminary data of the Bank of Mexico. 


Bank of Mexico. 


and the 


The gross product was expressed in 1950 ne in accordance with the concer and method outlined 


in the general note at the end of chapter 


and in the note to table 12, col. ( 


). 


Col. (3): Based on an index of the terms of trade calculated by the United Nations Economic 


Commission for Latin America. 
Col. (4): Col. (3) as a per cent of col. (2). 


Col. (5): The output data are based on indexes of the physical volume of output, by activity, 


aggregated on the basis of gross product weights in 1945, expressed in 1950 prices. 
See, also, the general note at the end of chapter I, the note 


Development of Mexico, op. cit., table 5. 


See The Economic 


to table 12, col. (2), and the note to col. (2) of this table. 
: Col. (6): The estimates of the stock of capital in Mexico are based upon the cumulation of gross 
investment data for a number of years equivalent to one-half of the estimated useful life of the stock 


of capital; see the general note at the end of chapter I. 
are from Economic Survey of Latin America, 1949, 


investment data are from 


nited Nations, op. cit. 
he Economic Development of Mexico, op. cit., table 14; the years 1951 and 
1952 are by United Nations Economic Commission for Latin America. 


Investment data for the period 1925-38 
For the period 1939-50, 


The estimate of the stock of 


capital derived by this method is somewhat higher than the estimate of the stock of capital for the 
year 1940, expressed in 1950 prices, by Emilio Alanis Patino, Director-General of Statistics; see 


Revista de Estadistica, April 1945, Mexico City, Mexico. 
to express both investment and the stock of capital in 1950 prices. 


The implicit gross product deflator was used 
See also the general note at the 


end of chapter I and the notes to table 20, col. (6), and table 33, col. (6). 


Col. (7): Col. (5) divided by col. (6). 
Col. (8): Col. (5) divided b 


y the estimated active population. 


The estimates of the active 


pene aion are based on the censuses of 1940 and 1950, and an estimate for 1946 by the Bank of 


exico. 
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Table 56. Movements of external payments which tend to increase or decrease 
available goods and services in Mexico, 1945-52 


(Millions of pesos at 1950 prices) 


A. Factors which tend to increase available goods and services 


Inflow of foreign capital Decrease 
in Official 
MEE) Direct ‘Short-term Be Total sete geste bone 
financing reserves 
(1) (2) (3) (C)) (5) (6) (7) 
VOASIG Rahat stes 355 136 83 574 = = 574 
NQAG severe ratte, avers ace 87 = 384 A471 1,172 = 1,643 
WANT. Scere ener ciao asi 444, = 592 1,036 1,105 174 2,315 
OAS oe ee PRMR bos (ale 130 32 227 389 398 138 925 
QAO earereers srscte 114 = 450 564 - - 564 
Po 368 464 328 1,160 § 8 1,168 
DOS enics ee she © aie 13 387 269 729 = = 729 
OS 2 irae cite. ee 419 = 412 831 22 79 932 
B. Factors which tend to decrease available goods and services 
Outflow of foreign capital Remittance Increase Decrease 
Me ee tet a longer iam ag Hd Palit eonctnsy Mike aitrccor ae 
ans capital capital interest reserves credits 
(8) (9) (10) (11) (12) (13) (14) (15) 
1945..... 84 = 84 522 836 = 1,442 
1946..... 144 519 663 547 = = 1,210 
1947..... 174 348 522 809 ~ 8 1,339 
1948..... 194 24 218 625 = Al 884, 
19495... 205 ae 229 434 466 344 = 1,244 
TO50n ya 200 16 = 216 528 1,368 296 2,408 
NO5Nsaaas 9 LOA ol = 335 284 95 109 823 
IC BPA ae oe PLES) 138 57 441 304 oe = 745 
C. Net results 
Errors and omissions Difference which covers 
Veo Factors of increase Factors of decrease in the total geographic the excess of imports 
balance of payments or exports (—) 
(16) (7) (18) (19) 
LOAG Is ales ts Sere 574 1,442 607 —261 
VAG css ee. nate 1,643 1,210 634 1,067 
S470. een ae 2,315 1,339 69 1,045 
OAS Hee: ee aherttote 925 884 —49 —8 
OA ee ere Nera taae 564 1,244 124 —556 
LOS Oa. aics tats sols dhstnale 1,168 2,408 384 —856 
LOD I rciehstah scees rarans 729 823 561 467 
NOD 2 crave cette ioisste hess 932, TAS —All —224 


data. 


Sources and methods 


See general note at the end of chapter I on the balance of payments. 
1945: Estimated by the United Nations Economic Commission for Latin America, primarily on 
the basis of The Economic Development of Mexico, op. cit. 
1946-51: Balance of Payments Yearbook, International Monetary Fund. 
1952: International Financial Statistics, International Monetary Fund, and official, unpublished 


Col. (2): Includes small amounts of private long-term capital which could not be allocated 
separately prior to 1950. 
Col. (3): Principally United States Export-Import Bank and other loans, and United States 
grants for foot-and-mouth disease prevention. 
Col. (5): Changes in monetary gold; other compensatory official short-term assets; and net use 
of International Monetary Fund resources. 
Col. (6): Mainly net changes in United States Stabilization Fund loans, and net financing of 
payments and clearing agreements. 

Col. (8): Includes amortization. 
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Plate 25 


RECENT ECONOMIC DEVELOPMENT OF MEXICO, 1945-52 
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Chapter II. Analysis by selected countries 


In Mexico, as in other Latin-American countries, 
external factors have contributed substantially to improve 
the ratio of domestic investment to the gross product, 
but the effect of the terms of trade were weaker in com- 
parison with such factors. However, there has been one 
element of considerable importance in its effect on saving, 
namely, the remarkable change in the domestic distribution 
of income. The income share of groups receiving profits, 
interest and rent increased exceptionally in relation to 
the net product," that is, their income increased more 
than the rest of the community. This extraordinary 
increase made possible a greater volume of saving, 
although the rate was not more intense, since more or less 
the same share of the product was used for private 
investment as before. 

This points to a most important social aspect of eco- 
nomic development. In order to provide a greater incen- 
tive for saving in the group earning profits, interest and 
rent, their consumption had to develop proportionately 
with saving. The rate of private investment, consequently, 
permitted an accelerated expansion of consumption in that 
group, equivalent to an annual average of 8.5 per cent 
between 1939 and 1952, whereas consumption of the 
large wage-earning group of employees and small entre- 
preneurs (including farmers) only increased by 5 per cent 
annually. 

It is generally accepted that the primary purpose of 
development is to raise the standard of living of the 
masses. There can be no doubt that in Mexico this objec- 
tive is gradually being attained. However, this has in- 
volved distribution difficulties which are a cause of great 
concern to the Mexican Government, hampering the 
already difficult problem of accelerating development, 
while at the same time taking into account social demands. 
Hence the emphasis laid on the force of its fiscal policy. 


2. THE GROSS PRODUCT, OUTPUT AND AVAILABLE 
GOODS AND SERVICES 


In Mexico, the influence of the terms of trade on the 
gross product was far weaker than in other Latin-American 
countries. This may be seen in plate 25 (tables 56 and 
57). The first chart emphasizes the slight difference 
between output and the gross product, arising from the 
effect of the terms of trade. This effect amounted to only 
0.7 per cent of the gross product. : 

It is evident that the gross product closely reflects the 
fluctuations of output. Their annual rates rose between 
1945 and 1952 by 5.2 and 5.1 per cent, respectively. 
Reference should now be made to the rate of capital 
accumulation and the output-capital ratio, which have 
influenced the fluctuations of output. However, both 
factors did not exercise the same pressure. While the 
rate of capital accumulation varied only slightly in 
1945-52, the output-capital ratio tended to decline, as may 
be seen from the following figures: 


AVERAGE RATES 


Increment to Output-capital Increment 0, 

capital stock ratio output 
WOAS 48.00% 6 6.00 5.6 —0.6 4.7 
1948-50........ 6.0 1.8 Te) 
T950-52 00. a. wee 6.7 —4.3 3.0 


This downward tendency of the output-capital ratio 
prevented the output per worker from increasing propor- 


11 The gross product adjusted for depreciation and indirect busi- 
ness taxes. 


Te 


tionately with the stock of capital. In 1952, the average 
capital stock per worker was 10,299 pesos, that is, 21.5 
per cent more than seven years earlier. Output per 
worker, conversely, was 5,264 pesos or only 12.4 per 
cent more than in 1945. 

The rate of expansion of available goods and services 
was equal to that of the gross product. While the latter 
increased at an annual rate of 5.2 per cent, the growth 
rate of available goods and services was only 5.3 per cent. 

On the other hand, in the distribution of available goods 
and services between consumption and investment, it will 
be observed that investment had by far the largest share 
of the expansion. Its annual rate of increase reached 11.1 
per cent between 1945 and 1952, while that of consump- 
tion was only 4.4 per cent. 

Mexico is in a very different position from the other 
countries studied above, where the increment to the vol- 
ume of available goods and services developed more 
rapidly than that of output, also enabling consumption 
to rise above the latter. In Mexico, on the other hand, 
whereas output rose at an annual rate of 5.1 per cent, 
consumption, as has just been indicated, showed an 
annual growth rate of only 4.4 per cent. 

The impact of these aggregate fluctuations on per capita 
trends may be seen from the following figures: 


PER CAPITA ANNUAL RATES OF GROWTH IN Mexico, 1945-52 


(Percentages) 
TOS Wenn b tie BAe on SON AME aOns 6 an CONN: IER o goo 2.3 
Gross product steam castes octelian aise eicheiarsie croehale tad «aie 2.4 
Available goods and services.............00000ceeeeeeee 2.4 
Gonsuatreption cy: farster sie fetes cn eda ai ieta tee Sha so: 510s bel ay eee ote 1.6 
IE sme icinnod 6 do becocD b cop elune cede ado ue: 6.acr 8.1 


It is evident that the growth of per capita consumption 
in Mexico during the past seven years was relatively low. 
Averaging an annual growth rate of only 1.6 per cent, it 
was much less than the increment to output. This 
resulted from the influence of factors which combined 
to reduce the consumption share. 

The small growth rate in per capita consumption 
resulted from two opposing trends; namely, the annual 
per capita decline of 1.6 per cent for the period 1945-49, 
and an increase of 2.7 per cent annually in 1949-52. 


3. THE CAPACITY FOR EXTERNAL PAYMENTS 
AND INVESTMENTS 


It cannot be denied that fluctuations in Mexico’s capac- 
ity for external payments exercised some influence on 
investments, as in the case of other countries. However, 
important domestic factors have also added their weight. 
In the first place, it would be necessary to examine fluctu- 
ations of the capacity for external payments, with refer- 
ence to plate 26 (tables 59 and 60). 

The first chart demonstrates the elements comprising 
this capacity, and in the second the relationship of this 
capacity to the gross product is shown. It has already 
been noted that the effect of the terms of trade was 
relatively small, being equivalent to only slightly more 
than half of the proportion of the net inflow of capital. 
During the seven years under review, the latter item 
constituted 8.3 per cent of the total capacity for external 
payments, while the effect of the terms of trade was only 
4.4 per cent. The most characteristic feature of Mexico’s 
capacity for external payments is to be found in the 
growing importance of tourist expenditures. This form 
of export of services has supplemented the shipment 
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Plate 26 


CAPACITY FOR EXTERNAL PAYMENTS, AND THE CAPACITY TO IMPORT 
AND THEIR INFLUENCE ON INVESTMENT AND IMPORTS, 
IN MEXICO, 1945-52 


(Natural scale) 


Thousands of million pesos at 1950 prices As a percentage of the gross product 
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Table 57. Exports and imports of goods and services in Mexico, 1945-52 


Analysis by selected countries 


(Millions of pesos at 1950 prices) 


Imports Exports Excess of 
Years Goods Tourism _—_ Other services Total Goods Tourism Other services Total eee, a 
() 2) (3) (4) (5) Z (8) (9) 

19450... 3,885 427 251 4,563 2,924 960 940 4,824 —261 
1946..... 5,763 615 106 6,484 3,505 1,460 452. 5,417 1,067 
LOA. ws «3 6,256 557 87 6,900 4,194, 1,279 382 5,855 1,045 
1948.0... 4, 844 738 89 5,671 3,830 1,582 267 5,679 -8 
1949..... 4,249 400 90 4,739 3,555 1,496 245 5,296 —557 
1950..... 4,776 664 112 5,552 4,256 1,912 240 6,408 —856 
105g... 6,480 707 124 7,311 4,526 1,982 335 6,843 467 
IER aetie ORO BE 795 102 6,928 4,788 2,169 195 @, 152 —224 


Sources and methods 
See general note at the end of chapter I on the balance of payments. 


For general sources, see notes to table 56. 


Col. (1): Mexican imports are mainly registered c.i.f. in the trade returns, but some are registered f.o.b. Since 
a large share of total imports comes by land from the United States, however, the difference between c.i.f. and f.o.b. 
values is assumed to be slight. See Balance of Payments Yearbook 1950-51, vol. 4, I.M.F., p. 189. 

Cols. (2) and (6): Gross totals as reported in the Balance of Payments Yearbook. Estimates for 1945 and 1946 are 


based partly on The Economic Development of Mexico, op. cit. 
Cols. (3) and (7): Mainly insurance and film royalties. 
Col. (5): Includes net movements of non-monetary gold. 


abroad of goods, strengthening the capacity for payments 
substantially and representing 27.2 per cent thereof in 
1952 and 4.7 per cent of the gross product. 

The ratio between the capacity for external payments 
and investment may be studied in comparison with the 
gross product, as shown in the second chart of plate 26. 
The corresponding curve shows at a glance that this re- 
lationship is not so close as in other cases. There is a 
certain resemblance between the general movements, but 
it is evident that the coefficient of investment fluctuated 
less than the capacity for external payments. Moreover, 
the decline in the coefficient during 1948-50 is not so sharp 
as the temporary drop in the coeflicient of the capacity 
for external payments. This is partly due to the inclusion 
of public investment in total investment. From the third 
curve on this chart, referring exclusively to private in- 
vestment, it will be seen that the decline in this component 
was much sharper. In relation the gross product, invest- 
ment recorded an upward tendency, which was much 
firmer and more persistent than that of the capacity for ex- 


Table 58. The gross product and available goods and 
services for consumption and investment, in Mexico, 
1945-52 : 


(Thousands of million pesos at 1950 prices) 


Voars Gross product ets feed 
exports (—) services 
(@) (2) (3) 
OAD Nar ia aly ote ole 32.3 —0.3 32.0 
1946... 34.7 We 35.8 
WOT. <:. 35.6 1.0 36.6 
1948... 37.5 = 37.5 
IA seee oad 38.9 —0.6 38.3 
MO SO ars ore ew os, 43 .3 —0.8 42.5 
MO Sree yecteters + 45.9 0.5 46 . 4 
OD Zi rofsrete erica 46.1 —0.2 45.9 


Sources and methods 
Col. (1): Table 55, col. (2). 
Col. (2): Table 57, col. (9). 
Col. (3): Col. (1) plus col. (2). 


ternal payments. This persistent rise in the investment 
coefficient is one outstanding result of the changes which 
have taken place in the composition of available goods and 
services in Mexico. By increasing the income share of 
the high income groups, the investment-coefficient for the 
country as a whole was raised. Further reference to this 
phenomenon will be made later. 


4, THE CAPACITY TO IMPORT, IMPORTS OF CAPITAL 
AND OTHER GOODS 


The fluctuations of the capacity to import, and of im- 
ports and their distribution as between capital and other 
goods may now be analysed. As might be expected, the 
capacity to import closely follows the fluctuations of the 
capacity for external payments (chart 3), showing a 
tendency to increase in importance relative to the former. 
Thus, the capacity to import rose from 79.4 per cent of 
the total capacity for external payments in 1946, to 90.7 
per cent thereof in 1952. This is due to the fact that the 
remittances of profits and interest remained at the same 
level, whereas total capacity was rising. 

The capacity to import by no means represents a rigid 
limit to imports of goods and services. In the period under 
review, Mexico’s imports exceed the capacity to import for 
some years, particularly in 1949. This pressure of im- 
ports, it should be remembered, was one of the factors 
which led to devaluation in both 1948 and 1949. These 
devaluations, the increase of export taxes and certain 
selective measures, particularly those affecting imports of 
luxury consumer goods, helped to compress imports within 
the limits of the capacity to import. Nevertheless, there 
were certain deviations, such as in 1950, when imports 
were lower than the capacity to import, compensated 
partly by years such as 1951, when imports exceeded that 
capacity. This is a typical instance of temporary measures 
taken in order to correct disequilibrium in the balance of 
payments. At the same time, it also illustrates how such 
measures induce structural changes which, for a while, 
permit a country to progress without developing new 
problems of disequilibrium. 


. 
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Table 59. Total capacity for external payments, capacity to import and imports, in Mexico, 


(Millions of pesos at 1950 prices) 


A. Total capacity for external payments 


B. Capacity to import 


Effect 


Effect of the 


Capacity to import Imports 


Inflow Total of the terms 0, Total Remit- Outflow of goods 
Years Exports 9) capacity terms of trade, as capacity tance of of Percentage and 
foreign for external trade Ppocouage for external profitsand foreign Absolute of services 
capital payments ee & oe payments interest capital figures saat 
(1) (2) (3) (4) %5) (6) (7) (8) (9) (10) (12) 
1945 chs 4,824 574 5,398 - - 5,398 522 84 4,792 88.8 4,563 
1946.. 5,417 471 5,888 157 is 5,888 547 663 4,678 79.4 6,484 
VOAT. oes 5,855 1,036 6,891 206 3.0 6,891 809 522 5,560 80.7 6,900 
1948.. 5,679 389 6,068 378 6.2 6,068 625 218 5,225 86.1 5,671 
1949. 5,296 564 5,860 —57 -1.0 5,860 466 434 4,960 84.6 4,739 
LOSO Nee 6,408 1,160 7,568 68 0.9 7,568 528 216 6,824 90.4 5,002 
LOST sisi. 6,843 729 TBE 852 a2 7,572 284 335 6,953 91.8 7,311 
OS 2 ea Ca loz 831 7,983 327 4.1 7,983 304 441 7,238 90.7 6,928 
Sources and methods 
Col. (1): Table 57, col. (8). Col. (7): Table 56, col. (12). 
Col. (2): Table 56, col. (4). Col. (8): Table 56, col. (11). 
Col. ne Col. (1) plus col. (2). Col. (9): Col. (6) less cols. (7-+8). 
Col. (4): Table 55, col. (3). Col. (10): Col. (9) as a percentage of col. (6). 
Col. te): Col. (4) as a percentage of col. (3). Col. (11): Table 57, col. (4). 
Col. (6): Col. (3). 


The scope of this report precludes a detailed analysis 
of the present structural changes, which should be studied 
in a separate document. Some of these trends however 
must be mentioned. Thus the fourth chart of plate 27 
(table 61) shows a declining curve in the coefficient of im- 
ports of capital goods with respect to total investments. 
It would be interesting to consider whether this repre- 
sented merely a change in the composition of investment, 
or whether it was due to a growth in those domestic in- 
dustries producing capital goods. In 1952, the ratio of 
imports of other goods to total consumption was less than 
in 1946-47, and it may be concluded that the general trend 
of the curve suggests a downward tendency. The same 
might be said of the coefficient of total imports, shown in 
the above chart, combining the two partial coefficients 
already discussed. From another point of view, the 


Table 60. The ratio of the. capacity for external pay- 
ments and investments to the gross product, in 
Mexico, 1945-52 


Capacity for Capacity for 
external Investment external Investments 
payments payments 
Years Absolute figures 


(thousands of million pesos (as @ percentage of 


at 1950 prices) the gross product) 
(1) (2) (3) (4) 
1945 oa. i - 5.4 3.6 16.7 11.1 
1946. 5.9 4.2 17.0 1 
N07 Ae 6.9 4.8 19.4 13.5 
TOASTS. 6.1 522, 16.3 13.9 
1949....... 5.9 5.6 15.2 14.4 
S508 beac ace 7.6 5.9 17.6 13.6 
MOST, foie: 7.6 8.0 16.6 17.0 
ke Oey pe 8.0 7.5 17.4 16.3 
Sources and methods 

Col. (1): Table 59, col. (3). 

Col. ee Table 61, col. B- 

Col. (3): Col. (1) as a percentage of table 55, col. (2). 


Col. (4): Col. (2) as a percentage of table 55, col. (2). 


greater capacity to import in 1952, as compared with 
1945, increased the coefficient of imports relative to avail- 
able goods and services. Assuming the gross product con- 
tinues to expand, it would be of interest to know what 
margin of additional substitution might be effected, if, as 
happened in the past, the capacity to import again becomes 
inadequate. 


5. OUTPUT, THE GROSS PRODUCT AND THE TERMS OF 
TRADE BY ACTIVITIES 


The first observation seen from the charts in plate 28 
(table 62) is the parallel trend existing between the 
growth of Mexico’s total output of goods and services, 
and the output of the various component activities. With 
the exception of mining, output increased at an annual 
rate of 5 per cent or more, between 1945 and 1952, in 
manufacturing, agriculture and other activities respec- 
tively. 

Manufacturing, including construction, has played an 
important role in this increase, even though its rate of 
growth in 1952 was lower than in earlier years. The 
latter was due to certain industries, such as textiles, which 
were operating well below capacity. 

Agriculture, to a somewhat greater extent, also ex- 
perienced a reduction in its rate of growth by the end of 
the period. By 1952, output had returned to the level 
achieved in 1950. 

The case of mining is different. Despite a strong stimu- 
lus in the last three years, resulting from an improvement 
in world demand and more favourable terms of trade, 
the annual growth rate between 1945 and 1952 was only 
2.8 per cent. 

Within the wide grouping of other activities, which in 
1952 comprised 55.3 per cent of the gross product, the 
rate of growth has very closely paralleled that of total 
output, namely 5.2 per cent annually. 


6. EFFECTS OF CHANGES IN THE DISTRIBUTION OF THE 
GEOGRAPHIC INCOME ON SAVING AND INVESTMENT 


It has been shown elsewhere in this chapter that 
although the coefficient of investment in Mexico was 


tal 
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Plate 27 


RELATIONSHIP BETWEEN AVAILABLE GOODS AND SERVICES, 
CONSUMPTION AND INVESTMENT, AND IMPORTS, 
IN MEXICO, 1945-52 
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Plate 28 


GROSS PRODUCT, OUTPUT AND INDICES OF THE TERMS OF TRADE, 
BY ACTIVITIES, IN MEXICO, 1945-52 
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Table 61. Available goods and services, consumption and investment in Mexico, 1945-52 
’ (Pesos at 1950 prices) 


Total Ratio to the total Per capita 


available 
goods Consumption Investment Total available 
Vout and Consumption Investment gocdsiand Consumption Investment 
services Services 
(thousands of million pesos) (percentage) (pesos) 
(1) (2) (3) (4) (5) (6) (7) (8) 
DAD Mey kate icky ctor 32.0 28.4 3.6 88.8 2 1,441 1,279 162 
DO AG Hee rsaevateu. citiahiene = - 35.8 BRE 4.2 88.3 LC 1,570 1,386 184 
LOA a Ackil ie oh ice 36.6 31.8 4.8 86.9 13.1 1,564 1309) 205 
OAS eel focove jeter oust) <eut «13 Sia 32).3 5.2 86.1 14.9 1,556 1,340 216 
OBO epee, 3 foie Matte ts. 3 38.3 “EPA! 5.6 85.4 14.6 1,544 1,318 226 
HOBO See eiaussccoracreteysicr ens ors 42.5 36.6 5.9 86.1 13.9 1,654 1,424 230 
OSU casis sys feiecicre-sieisis abe 46.4 38.4 8.0 82.8 Gee 1,764 1,460 304 
MOS Aerials savcive se cieielers 3:5 45.9 38.4 7.5 83.6 16.4 1,706 1,427 279 


Sources and methods 
Col. (1): Table 58, col. (3). 
Col. (2): Col. (1) less col. (3). 
Col. (3): See note to table 55, col. (6). 
Col. (4): Col. (2) as a percentage of col. (1). 
Col. (5): Col. (3) as a percentage of col. (1). 
Col. (6): Col. (1) divided by table 55, col. (1). 
Col. (7): Col. (2) divided by table 55, col. (1). 
Col. (8): Col. (3) divided by table 55, col. (1). 


Table 62. The gross product, output, and relative prices, by activities, in Mexico, 1945-52 


Gross product Output Indices of Gross product Output Indices of Gross product Output Indices of 
ar Renee ane 25) ie ere a iveatind §<— Perl ag, p= tL, oe Unalative 
illions = ‘millions o, Z ill é 
rs wmn950 pres) $ 1945 = 100 mn980 pros) a 1945 = 100 980 pros) z 1945 = 100 
(1) (2) (3) (4) (5) (6) (7) (8) (9) 
A. All activities B. Agriculture C. Mining 
WOAS ene cclotyelereveee « 32,301 32,301 100.0 6,072 6,072 100.0 1,098 1,098 100.0 
1016 6,498 Ie 34,690 34,533 104.9 6,032 6,445 93.6 1,110 983 (112.9 
MOAT YE Rh Behe 35,574 35,368 106.1 6,403 6,996 91.5 1,281 1,197 107.0 
Cy a on ee 37,472, 87,094) 110.4). 6,804 (7,587. 90.9. 1,574 1,152. 136.6 
Ow Seeks ee ae 38 BUM RSSI93 1) a LOSSON 7, 308d 824 i 93-Al ok 82Ts od, 19le, )153.4 
LOL) Rae e eae pees 43 , 299 43,231 101.6 8,486 8,872 95.6 1,949 1,290 Tole 
eae eae 45,940 45,088 121.6 9,028 9,493 95.1 2,622 1,264 207.4 
CL ay ap eee MG 120 45,797) 107.3 «8,389 8,517 08.5 23856 1,329 214.9 
Gross product Output dices of Gross product Output Indices of 
Years (millions of pesos at 1950 prices) aerreinly is ae (millions of pesos at 1950 prices) sch msde ices 
(10) (11) (12) (13) (14) (15) 
D. Manufacturing and construction E. Other activities 
LOA br ethegs ss oererstsusteyels. +. + 6,815 6,815 100.0 18,316 18,314 100.0 
NOL eer. eet irecis acs) 7,285 6,959 104.7 20,259 20,146 100.6 
font ine... 7,469 6,814 109.6 20,421 20, 362 100.3 
PO oe ae ee 7,606 7,255 104.8 21,398 21,150 101.2 
MO4G Rat ieare clones oe sats 7,698 7,815 98.5 22,047 22 LO" 99.7 
BOSOM oe iets 5: 8,919 8,815 101.2 23,945 24, 253 98.7 
DOD Mapets eva shes cucteveuaeiyais 9,277 9,614 96.5 25,019 24,717 101.2 
LOG Dinetercis ete oes cvacclaioeitears 9,377 9,717 96.5 25,502 26, 234 97.2 


Sources and methods 
See general note at the end of chapter I, the note to table 12, and the note to table 55, cols. (2) and (5), for a dis- 
cussion of sources, methods and concepts. 
Cols. (1), (4), (7), (10) and (13): See note to table 12, col. (1). 
Cols. (2), (5), (8), (11) and (14): See note to table 12, col. (2). 
Cols. (3), (6), (9), (12) and (15): See note to table 12, col. (3). 
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greatly influenced, as in other countries, by the coef- 
ficient for external payments, it increased at a higher rate 
than the latter during the period 1945-52. This disparity 
_in development gave rise to two problems, namely, the 
manner in which increased investment affected the ca- 
pacity for external payments, and the form in which 
domestic savings increased to finance such investment. 

With respect to the former, it was noted that the ratio 
of imports of capital goods to total investments decreased, 
thus reducing the pressure of investment on the capacity 
for external payment. However, the second problem may 
now be considered, since its interest is not limited to 
Mexico alone but focuses on an aspect of the theory of 
development which could not yet be fully studied in Latin 
America. 

The increase in the coefficient of investment, from the 
standpoint of savings required to effect such investment, 
can be explained in two ways. First of all, by the rapid 
increase of the gross product which, since it has not had 
sufficient time to modify buying habits, tends to augment 
savings more rapidly than consumption. The reverse 
occurs when there are sudden decreases of the gross prod- 
uct. In this way, by their influence on the gross product, 
fluctuations in the capacity for external payment affect 
investment. Apart from the inflow of foreign capital, the 
effects of which are obvious, there are other types of 
fluctuations caused by external factors which not only 
affect the gross product of the activities concerned, but 
influence other activities as well. 

Fluctuations in the coefficient of investment may also 
be due to changes occurring in the domestic distribution 
of the geographic income. If this distribution is modified 
in favour of groups with a higher propensity to save, it 
is obvious that total saving will tend to increase whether 
or not the gross product expands. In Mexico there appears 
to have been a combination of both phenomena. Reference 
has already been made to the developments in the ca- 
pacity for external payments. The influence of domestic 
changes in the distribution of income should therefore 
be studied. 

The report prepared by the Joint Commission of the 
Mexican Government and the International Bank of Re- 
construction and Development contains some very inter- 
esting data in this connexion, which were used as a basis 
for plate 29, certain provisional figures estimated for the 
last two years being added to it. For analytical purposes, 
it is convenient to consider two groups within the geo- 

- graphic income sector: 1? one comprising all salary and 
wage-earners and small entrepreneurs (including farmers) 
and another consisting of those receiving profits, interest 
and rent. In the former group, the low income sector of 
the population predominates, whereas in the second group, 
incomes are relatively high. It was believed advisable to 
use 1939 as a point of departure in the analysis, since the 
longer interval provides a better perspective for making 
comparisons. 

A remarkable trend is observed from these data. 
Whereas wages, salaries and incomes of the small en- 
trepreneurs increased at an annual rate of 4.4 per cent 
between 1939 and 1952, profits, interest and rent rose 
10.1 per cent. The proportion of the latter to the geo- 
graphic income thus rose from 34.5 per cent in 1939 to 
51.2 per cent in 1952, whereas the former declined from 
65.5 per cent to 48.8 per cent over the same period. These 


12Gross product excluding indirect taxes and depreciation 
reserves, 


changes may be seen in the corresponding curves of the 
first chart in plate 29. 

However, the rate of increase was not uniform through- 
out the period. The highest rate of expansion of profits, 
interest and rent was that prevailing until 1946. Subse- 
quently, and until 1949, this portion of the product de- 
veloped very slowly, but in the past three years the rate 
increased again, reaching a figure similar to that of the 
earlier phase. 

Thus far, only a general picture has been drawn of the 
social aspects of Mexican inflation. These two curves 
indicate approximately the changes brought about in in- 
come distribution, there being no doubt that these altera- 
tions were greatly influenced by inflation. This fact will be 
confirmed by glancing at the third chart, where the trend 
of profits of available goods and services for the group 
receiving interest and rent will be seen to follow the index 
of retail prices, both generally and in the phases indi- 
cated. It should be noted that this index is a fairly 
satisfactory reflection of the alternations in inflationary 
pressure. 

Tt would be well to enquire into the repercussions of 
these changes in the distribution of the geographic in- 
come on savings and investment. Unfortunately, no data 
are available to enable the same grouping to be made as 
in the case of the gross product. It was therefore necessary 
to resort to a method which seems appropriate to the ob- 
jective pursued, namely, of assuming that all private in- 
vestment was made by the group receiving profits, interest 
and rent. Obviously, although all private investments were 
not made by this group, the major portion must have been. 
Hence, it is probably being assigned a slightly higher 
volume of savings and lower level of consumption than 
was actually the case. This, however, tends to strengthen 
rather than invalidate the following conclusions. 

The curves of investment and consumption in this group 
were plotted by this procedure in the third chart. It is 
evident that in the first phase of intensive increase of 
available goods and services, there was no striking upward 
movement of investment. The latter did rise, but at a 
lower rate than available goods and services. On the 
other hand, consumption expanded more rapidly, 

During the first three years 1939-41, some 19 per cent 
of the available goods and services were directed to in- 
vestment by this group, and the remainder to its consump- 
tion. During 1942-46, the proportion fluctuated at about 
15 per cent, and since then has tended to rise. During 
1950 and 1951 the earlier levels were regained. By 1952 
they were finally surpassed, with 22.6 per cent of the avail- 
able goods and services of this group directed towards 
investment. 

Although the imperfection of the data is fully recog- 
nized, together with the crudity of the procedure, it does 
seem that the remarkable expansion of income in this 
group should have generally led its members to increase 
their saving-coefficient. This was not the case. On the 
contrary, for a considerable time they delayed the re- 
establishment of the relative share of investment in the 
expenditure of their income. 

Nevertheless, Mexico obtained a substantial increase in 
private investment, and thereby in output, by this means. 
Investment rose at an annual rate of 10.7 per cent between 
1939 and 1952. However, in attaining this result, con- 
sumption by the group receiving profits, interest and rent 
increased almost proportionately, that is, at an annual 
rate of 8.6 per cent. Over the same period, the volume 
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Plate 29 


DISTRIBUTION AND UTILIZATION OF THE GROSS PRODUCT IN CONSUMPTION 
AND INVESTMENT IN MEXICO, 1939-52 
Thousands of million pesos at 1950 prices 
(Semi-logarithmic scale) 
Distribution of the geographic income and 
Geographic income and its distribution consumption between the two major social 
between the two major social groups groups 
As a percentage of the total 
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Source: The Economic Development of Mexico and its Capacity to Absorb Foreign Capital, The Joint Commission of the Government 
of Mexico and the International Bank for Reconstruction and Development, Mexico, 1952. 
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of consumption of the low-income group, assuming that 
it had expanded in a measure with their income, rose by 
5 per cent annually on the average. 

This difference in the trend of consumption of both 
groups may be readily seen in the second chart of plate 
29. There were different phases in the course of the 
process, which are closely related with the share of each 
group in relation to the geographic income. Hence it 
will be noted that the share of consumption in the group 
consisting of employees, wage-earners and small entre- 
preneurs declined until 1946, while that of the other 
group moved upward, following the improvement of the 
gross product. ‘The relative deterioration of consumption 
in the first group was later checked, rising again in 
1948-50, only to decline in the next two years. It would 
be of interest to examine the manner in which the fluctua- 
tions of domestic inflationary pressure and other factors 
influenced these events. This, however, is not the most op- 
portune moment for such a study. Be that as it may, 
employees, labourers and small entrepreneurs accounted 
for 69.7 per cent of total consumption in 1939, and only 
59.9 per cent in 1952. 


7. THE POSITION OF THE STATE IN SAVINGS AND 
INVESTMENT 


_ The main thread of the argument will now be recon- 
sidered. An attempt has been made to ascertain the effects 


on investment of the changes in the distribution of the geo- 
graphic income. It was seen that the coefficient of saving 
of the group obtaining the greatest advantage from the 
shift in income distribution, did not improve. Instead, 
the savings coefficient tended to decrease over most of the 
period under review. It remains to assess the direct in- 
fluence exerted by the State on savings and investment. 
State expenditure increased in relation to the gross prod- 
uct, rising from 12.4 per cent thereof in 1939 to 14.3 
per cent in 1952. However, within that expenditure, the 
amount set aside for investments developed much more 
rapidly than current expenditure. Whereas the former 
accounted for 26.9 per cent of total expenditure in 1939, 
by 1952 it averaged 54.5 per cent. Current account ex- 
penditures conversely decreased from 73.1 per cent to 45.5 
per cent, respectively, during the years specified. This 
indicates that the Mexican Government improved the 
coefficient for savings remarkably. In fact, Mexico is one 
of the countries in which the State has shown a strong 
investment capacity, as may be seen above. 
It might be considered that the government reached this 
position by requisitioning a substantial proportion of the 
geographic income of the group receiving profits, interest 
and rent. That was not the case. The share of net income, 
accruing to the State from the group receiving profits, 
interest and rent, was comparatively low and fluctuated 
widely. From 11.7 per cent in 1939, direct taxes fell to 


Table 63. Composition of imports in Mexico, 1945-52 
_Total Consumer Raw Capital Consumer Raw Capital 
imports goods materials Fuel goods goods materials Fuel goods 
ears (millions of pesos at 1950 prices) (percentage of total imports) 

(2) (2) (3) 4 (5) (6) (7) (8) (9) 
L945) ere 4,563 1,497 890 114 2,062 32.8 19.5 2.9 45.2 
1946 6,484 2,159 1,161 156 3,008 33.3 17.9 2.4 46.4 
MOAT essere 6,900 2,208 994, 207 3,491 32.0 14.4 3.0 50.6 
1948...... 5,671 1,548 964 233 2,926 27.3 17.0 4.1 51.6 
QAO Feces 6 4,739 1,251 877 223 2,388 26.4 18.5 4.7 50.5 
WOSO) ec tere S002 1,566 1,055 222 2,709 28.2 19.0 4.0 48.8 
LOST sere 7,311 2,208 1,170 182 Dol 30.2 16.0 2,9 51.3 
LOSE eee 6,928 2,106 1,199 270 3,353 30.4 17.3 3.9 48.4 


Sources and methods 


Col. (1): Table 57, col. (4). 


Cols. (2), (3), (4) and (5): Col. (1) multiplied by cols. (6), (7), (8) and (9), respectively. 
Cols. (6), (7), (8) and (9): Based on a tabulation of the quantum of imports in 1948 prices, made by the United 


Nations Economic Commission for Latin America. 


Table 64. Relative importance of the components of imports, with respect to 
available goods and services in Mexico, 1945-52, 


Consumer goods 


Raw materials Fuel 


Sloe e ( Total imports i 
Years api goods as a percentage 0) 
ge Peace on (as @ percentage of consumption) ps paid dary OGLE 
@) (2) (3) (4) (5) 
OAS wars ciretsetols «oie By (ry? 5.3 3.2 0.4 14.2 
1.946 J8./-% ee eile 71.4 7.0 3.8 0.5 18.2 
LOA cichaterale tere arenas 72.9 6.9 3.1 0.6 18.9 
OAS eta eter aaee 55.8 4.6 3.0 0.6 15.2 
QAO sis. «cle aunsnersayale 42.9 3.8 7 eH f 0.6 12.3 
ie] Wonca bobaamnc 45.8 4.3 2.9 0.5 13.1 
DOS ites. arch tere 46.9 5.7 3.1 0.5 15.7 
UEP ANNE RE a5 chee 44.7 5.5 3.1 0.7 15.0 


Sources and methods 


Col. (1): Table 63, col. (5) as a percentage of table 61, col. (3). 
Cols. (2), (3) and (4): Table 63, cols. (2), (3) and (4), respectively, as a percentage of table 61, 


(2). 
Col. (5): Table 63, col. (1) as a percentage of table 61, col. (1). 
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‘6.4 per cent in 1942; they rose again to 12.5 per cent in are being rapidly annulled by the inflationary increment 
(1943 (as a result of the fiscal reform) , dropping, however, to the geographic income. In any event, the resources thus 
ito less than 8 per cent in 1947 and 1948. In 1949 they obtained with respect to private investment during 1952 
‘increased again reaching 12.7 per cent, subsequent to the yielded a coefficient of saving of 20 per cent, while in the 
new fiscal measures in 1949, but were reduced immediately sphere of state investment, this coefficient reached almost 
afterward. It would seem that the increases in direct taxes 50 per cent for the same year. 


Table 65. Available goods and services, and their distribution between consump- 
tion and investment in Mexico, 1939-52 


(Thousands of million pesos at 1950 prices) 


Available goods and services 
Consumption Investment 

Years Total ee daa see ae 
a profits, Total Private Public Total 

small interest, 

entrepreneurs and rent 
() (2) (3) (4) (5) (6) (7) 
LOS Oe rercieiorese' =. «reels 19.4 12.2 5.3 17.5 Abe 0.7 U8) 
MOA Oe ateteice avers, sieeers 19.5 12.0 5.3 17.3 1.3 0.9 2.2 
ey ead bs Soikoesedas 23 .4 14.8 6.8 20.8 16) 1.0 2.6 
OE Pn Guo GOD OC 25.8 14.8 8.5 23.3 1.3 1.2 2.9 
Ore ear coolaorRES 00 26.3 15.8 Toe) 23.7 1.4 PZ 2.6 
eee cc ohagacocac 29.8 16.4 10.4 26.8 1.8 Ge 3.0 
MOA Wats ol aeia a c\o'araroy 32.0 17.0 11.4 28.4 Zo ib) 3.6 
MOA G  reotereh stn, <i 50 ates 35.8 Weed 14.5 31.6 2.8 1.4 4.2 
MOA rete arelayesis = ororeye 36.6 16.9 14.9 31.8 3.2 1.6 4.8 
OAG caretetetsteis(o) aves crere 37.5 17.9 14.8 32.3 3.3 1.9 3.2 
MOA eeraavel si asvauetreere 38.3 19.6 iat 32.7 3.4 Poe 5.6 
VOB i teisrecsiors «essere 42.5 22.7 13.9 36.6 3.3 2,0 3.9 
LOS ereicwioseiers «ste 46.4 23.0 15.4 38.4 5.0 3.0 8.0 
IO ee Seer ee econic 45.9 23.0 15.4 38.4 4.5 3.0 7.9 


Sources and methods 


Cols. (1), (4) and (7): For years 1945-52, table 61, cols. (1), (2) and (3). For other years, 
by United Nations Economic Commission for Latin America, based on the same sources and methods 
as for the years 1945 and 1946. 

Col. (2): Consumption of workers, small entrepreneurs and their families, which are assumed 
to be equivalent to the income of these groups. See The Economic Development of Mexico, op. cit., 
tables 2 and 4. For the years 1951 and 1952, estimates are by United Nations Economic Commission 
for Latin America. 

Col. (3): Col. (4) less col. (2). 

Cols. (5) and (6): See The Economic Development of Mexico, op. cit., table 14. For the years 
1951 and 1952, estimates are by United Nations Bronte Commission for Latin America. 


Table 66. Government expenditures for investment and consumption in Mexico, 
1939-52 


(Thousands of million pesos at 1950 prices) 


Government expenditures 


Years Investment Consumption 
Total 
Absolute re Percentage of total Absolute res Percentage of total 

@ ice 6” e. Be 
1939) a. « 2.6 0.7 26.9 1-9 73.1 
1940.... 2.9 0.9 31.0 2.0 69.0 
1941.... 2.9 1.0 34.5 1.9 65.5 
1942.... 3.1 Na 38.7 1.9 61.3 
1943.... 3.1 1.2 38.7 1.9 olts 
1944... Biol 1.2 41.9 1.9 58.1 
1945.... Sal ile} 40.5 2.2 59.5 
1946.... 3.2 1.4 43.8 Ls 56.2 
LOST... < 3.8 1.6 44.7 202 D060 
1948.... 4.1 1.9 46.3 2.2 Chiat 
1949.... 4.7 252 46.8 res) Do.2 
1950727, 5.4 2.6 48.1 2.8 51.9 
OSes 6.0 3.0 50.0 3.0 50.0 
1952s. 6.6 3.0 45.5 3.6 54.5 


Sources and methods 
1939-50: Based on The Economic Development of Mexico, op. cit., see tables 17, 18 and 116. 
1951 and 1952: Estimates by the United Nations Economic Commission for Latin America, 
based on official data. 
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THE IMPACT OF RECENT WORLD ECONOMIC EVENTS 
ON LATIN AMERICA 


Chapter I 


EFFECTS OF REARMAMENT AND OF FLUCTUATIONS OF DEMAND IN 
INDUSTRIAL COUNTRIES 


1, RECENT ECONOMIC EVENTS IN INDUSTRIAL COUNTRIES 


The course of events during the past three years has 
once again emphasized the influence of economic fluctua- 
tions in industrial countries upon the domestic economies 

of Latin America. Recent expenditures on defence and on 

private investment in the United States and leading 
Western European countries have brought about sharp 
changes in demand, which, depending upon the avail- 
ability of raw materials inventories, have had equally 
strong repercussions on the prices and volume of their 
trade with Latin America. The rise in incomes resulting 
from defence programmes and the ensuing high levels of 
economic activity have affected North American and 
European consumption behaviour, an element of very 
considerable importance to Latin America. Of outstanding 
significance has been the demand in industrial areas for 
imported foodstuffs, and the changing pyschology de- 
termining normal or forward-buying of durable goods 
manufactured from raw materials which Latin America 
either exports or requires for its economic development. 
As a result, the effects of rearmament on raw materials 
prices, on the availability of capital goods and on con- 
sumer expenditures in industrial countries have combined 
to cause a greater influence upon recent economic develop- 
ments within Latin America. 

Following the sharp rise in international prices after 
July 1950, Latin America moved abruptly from the period 
of consolidation and stabilization of its post-war economy, 
into a phase of marked instability and uncertainty. In 
addition, new economic conditions have resulted from 
the fact that Latin America has become more closely linked 
to United States foreign trade and capital movements, 
while its ties with Europe have become relatively weaker. 
Thus fluctuations taking place within the U. S. economy 
have been quickly reflected, not only in Latin-American 
prices and income, but also in the attitudes governing 
Latin-American decisions regarding new investments in 
industry, mining, agriculture and other development 
projects, where expectations of foreign-exchange avail- 
abilities and prospects for their future stability play an 
important role. 

The apparent return to normal conditions by mid-1952, 
as concerns world availabilities of raw materials and other 
commodities that had been in short supply during the 
preceding two years, by no means dispelled the extremely 
unsettled outlook for Latin America. In general, although 
the rise in raw material prices, initiated by events in 
Korea, was interrupted by 1952, some prices remained 
higher than the first half of 1950, whereas others fell con- 
siderably and showed no signs of recovery. Moreover, 
while the level of economic activity in Europe and North 
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America was high in the second half of 1952, compared 
with the pre-Korea period, there were nevertheless clear 
indications that the expansion of industrial output was 
becoming slower, and in some European countries was 
even falling. 

Several factors accounted for this trend, among which 
the rate of military defence expenditure was outstanding. 
In the United States and Europe, this item was a principal 
contributor, in 1950, to the increase in world demand. By 
the end of 1952, however, its rate slackened (see plate 
30). By mid-1952, it became clear that, as a result of the 
strong impetus given to North American industrial pro- 
duction in 1951, the United States defence programme 
was no longer a primary inflationary factor. Instead of 
an insistance upon rearmament reaching its peak in a 
relatively short time, the emphasis during 1951 was placed 
on the expansion of industrial capacity to a point where 
it would be compatible with the requirements of a general 
mobilization. Thus, instead of defence expenditure ac- 
counting for 15 to 18 per cent of total output, as initially 
expected, it absorbed only some 10 per cent at the begin- 
ning of 1951, 13 per cent in mid-1951, and a slightly 
higher figure by mid-1952. It was estimated that the 
monthly rate of defence spending prevailing until the 
second half of 1952, some 4,000 million dollars, would 
not exceed 5,000 to 5,500 million dollars by the end of 
1953. Thus the effects of additional absorption of eco- 
nomic resources into the sector of civilian industry for 
defence would probably not prove to be very pronounced. 
Because of the expansion already attained in the steel 
industry, and in the production of non-ferrous and other 
basic metals, by mid-1952 the North American economy 
had practically reached the point where defence require- 
ments could be satisfied without seriously affecting the 
consumer sector or the volume of exports. Indeed, it 
has been estimated that aggregate United States in- 
dustrial capacity is now some 50 per cent greater than 
at the end of the Second World War; by the end of 1952 
the United States Government had announced new proj- 
ects for basic industrial expansion, especially to increase 
output capacity for steel, alloys and various types of 
equipment. It was also announced that controls on the 
use of leading iron, steel and chemical products would 
be relaxed. 

Western European defence expenditure absorbed 7.3 per 
cent of the aggregate national product in 1951-52. It is 
probable that this ratio will not exceed 8.5 per cent in 
1952-53, although in some countries, such as France and 
the United Kingdom, it might reach 10 per cent. 


1 Between 1950 and 1951, the monthly rate of defence expendi- 
tures rose 90 per cent, in real terms. 
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Plate 30 


THE PRINCIPAL ECONOMIC FACTORS IN THE UNITED STATES AND 
WESTERN EUROPE WHICH AFFECT LATIN AMERICA, 1950-52 
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include only twelve countries in the North Atlantic Treaty Organization, plus Western Germany and Austria. 


Sources: Based on data published by the Council of Economic Advisers of the United States, the Mutul Security Agency and OEEC. 
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By the end of 1952, the rate of growth for private in- 
estment, another determining factor of economic ac- 
fivity, was almost stationary in both the United States 
ind Europe, even though its level continued to be high. In 

e United States, this tendency was clearly visible in new 
plant and equipment expenditure, as well as for agri- 
cultural investment and for residential building. It was, 
moreover, particularly evident in fluctuations of inven- 
ories, which, in contrast to their exceptional position in 
1951, were not being accumulated in the first half of 1952, 
out recovered later. There was no certainty that European 
nyvestments by the end of 1952 would maintain their level 
of the preceding years. In face of factors similar to the 
Jnited States, European investments were complicated by 
igh raw materials prices, shortages of some basic prod- 
acts and maladjustment between the productive capacity 
‘or capital goods and that for consumer goods industries, 
which had risen rapidly in many countries. 

Instability also characterized consumption behaviour. 
Considerable forward-buying by North American con- 
sumers had taken place after the outbreak of hostilities in 
Korea, especially for durable goods; but demand for such 
sommodities dropped sharply in 1951, so much so that 
purchases in 1952 were almost entirely limited to normal 


replacement. In the United States, this led to the elimina- 
tion of controls on credit and consumer expenditure. In 
Western Europe, the principal consumer goods industries 
encountered very difficult conditions after mid-1952, be- 
cause of dwindling demand. In the United States, the 
voluntary stabilization of consumption resulted in a sub- 
stantial volume of private saving and liquidity, which 
may well be a possible source of instability if consumer 
expectations should change abruptly (see the second chart 
of plate 33). 

To these general factors influencing the region, which 
may again cause fluctuations in international prices and 
stocks of the principal raw materials, must be added the 
possibility that future changes in the political situation 
of the world may alter the policy of defence expenditure. 
For Latin America, this could spell even further uncer- 
tainties, due to the difficulty of forecasting future trends 
in the individual economies of North America and Europe 
if rearmament expenditures were to decline. 

The combination of special factors determining the 
bases of economic activity during the past three years 
thus emphasizes the fundamental problem of sustaining 
high levels both of income and output in the industrial 
countries. Taking this into account, it is also necessary 


Table 67. Volume of United States exports to Latin America, by groups 


1951 1952 
Jan.—June Jan.— July- Oct.— Jan.— April— July- Oct.— 
Groups 1950 June Sept. Dec. March Tae Sept.® Dec.* 
(millions 
of US$) (January-June 1950=100) > 
Food, beverages and tobacco...... 133 121 155 153 163 149 179 157 
RU TIEALCT ULI S aire nats ook Stent oe 83 123 132 150 142 118 a AS 
Metals and manufactures......... 139 109 113 113 126 126 82 119 
IMaghinery case aac dein ls se ees 253 134 156 156 158 140 104 107 
KOR POWEID Lem de nas kotae 15 160 180 163 171 135 127 140 
Apricultural noe. 2: de). seers 15 136 161 183 141 126 71 83 
Machimestools: asc i-:. copra 10 102 117 120 109 109 85 138 
exile Bert cuciaes svar 16 157 172 166 137 106 65 87 
PS UISIELCBS ra eel ors serach s-0na cakessuette 10 190 188 150 144, 122 106 1? 
Blectrical sone a sed s pin oar see 29 96 129 120 147 147 
Total vehicles, including passenger 
MOLOT VCNICIES a aha he ht « = hue 246 141 143 129 128 120 96 105 
Total vehicles, excluding passenger 
motor velticles...... 00020807 210 119 125 126 124 105 90 103 
Automotive vehicles, excluding 
passenger motor vehicles.... 96 183 195 202 193 159 139 155 
Passenger motor vehicles..... Sih 258 243 143 147 202 122 114 
Automotive vehicles, including 
passenger motor vehicles... . 132 206 210 187 182 172 136 145 
AITACEOTS aera siaysie cs <s 2 wr aumetncgs 29 168 137 137 168 130 85 86 
MQ COMOUVE Dian soatela rn etre 17 27 101 69 45 39 85 149 
Other rolling stock.......... 6 139 182 he 112 149 264 239 
Wessels fwicrn ion ane Anette 59 16 ) 1 14 19 - 3 
Chemical products.............. 122 120 139 121 117 110 94 90 
CATER me TRANG? 6 clspavs.nic3 Maes 97 94 79 93 104 98 84 99 
Other manufactures............- 109 122 119 122 124 127 
Total, excluding “‘special 
CALOLOTIOR Oo aitaeA. 2s. anlage 1,182 124 135 133 135 126 111 117 
Total, including “special 
CALEPOMIER, sis ates eons ees 1,226 124 134 135 135 127 110 115 


a 


Source: Data from the United States Department of Commerce, regrouped by the Economic Commission for Latin 
America, and deflated Py official price indices in the United States. 


® The figures for t 
method has been used to deflate current values. 


e second half of 1952 are not strictly comparable with those preceding them, since a different 


b Indices are based on dollar figures at prices for the first half of 1950. 
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to measure the long-term trend of Latin-American eco. 
nomic growth, whether the capacity to import capital 
goods and raw materials grows or not. 


2. SUPPLIES AVAILABLE TO LATIN AMERICA FROM 
INDUSTRIAL COUNTRIES, 1951-52 


In terms of its impact on Latin America, an outstanding 
event was the realization in mid-1951 that there would 
be no general shortages in supply availabilities. With the 
exception of a few primary products, capital goods and 
individual items of heavy industry, it was evident that 
large-scale forward-buying, to avoid the critical supply 
problems existing between 1941 and 1945, would not be 
necessary. 

During 1951, the quantum of total Latin-American im- 
ports was the highest ever recorded.” Its decline in some 
countries during 1952 was more due to a contraction of 
foreign exchange holdings than to the inability of in- 
dustrial countries to supply equipment for heavy industries 
in development programmes, or raw materials for the 
erowing industrial activities of the region. 

During 1951, the quantum of North American exports 
to the region rose by 22 per cent over the preceding year. 
This rate was maintained during the first half of 1952, but 
subsequently declined as foreign exchange problems be- 
came more critical in certain Latin-American countries. 


2Tn chapter ITI, part Il, recent trends in the quantum of Latin- 
American imports are described in greater detail, showing the differ- 
ences by country and by class of commodity. 


The outbreak of hostilities in Korea led Latin Americe 
to believe that an adequate supply of imported capita 
goods would not be available and this would delay certain 
important industrial projects. The United States defence 
programme in fact affected availabilities of electrical me 
terial, heavy transport equipment and structural steel, 
for which domestic defence and defence supporting re 
quirements received greater preference than exports un: 
connected with rearmament. Nevertheless, Latin America 
obtained increasing supplies of these goods throughou 
1951 and the first half of 1952, despite higher prices. In 
deed, increases were observed in practically every class 
of goods exported from the United States to Latin America 
until June 1952, except in some countries where specie 
exchange or quantitative import controls were in force 
(see table 67). 

The principal exceptions were items affected by special 
supply conditions. During 1952, for example, a serious 
shortage of sulphur in the United States resulted in a 
export decline. Although certain Latin-American coun- 
tries, such as Mexico, increased their own output and ex- 
ported a surplus, others were obliged to adapt themselves 
to inadequate sulphur availabilities. Similarly, the volume 
of foreign demand for United States copper and alumin- 
ium was substantially in excess of the amount that the 
United States could export. Nickel was in short supply, — 
as a result of the heavy purchases made in Canada and 
other producing areas by the United States. However, 
Latin America’s share of the total volume of United States _ 
controlled exports remained high and stable, as it did 
with goods on which no controls had been placed (see 


Table 68. Latin America’s share in total and controlled exports from the United States, 1951-52 


(Percentages) 
1951 1952 
Ist 2nd 3rd 4th Ist 2nd 3rd 4th 
quarter quarter quarter quarter quarter quarter quarter quarter 

Tron and steel products 

Total. c.:caz cobra ce ake oe ee ee 36 38 36 34 28 36 23 28 

Controlled oe 5 ances cere eae ere 49 53 49 47 39 37 39 42 
Electrical machinery 

Total... heen eee heater 46 45 46 46 44 39 36 39 

Controlled 2. eae ete ea 23 25 21 25 25 23 22 26 
Industrial machinery 

‘Lotal’.ti« stakes esi ieee eet ace ene 35 35 38 38 35 32 31 29 

Controlled sac wontetmee reais ae 23 27 33 35 31 32 34 31 
Tractors, replacements and accessories 

Lotal'.,s skayetepomtteinn sett onie a ee eee 35 30 31 32 31 25 28 27 

Controlled. Pictitcal ch ce eee eee 15 ll 8 7 10 8 10 10 
Industrial chemicals 

PP OLRL Oe ie cher svy Vache scien: cans Pe ses 43 44 44 40 38 38 38 36 

Controlled\s cre ssiceeon aeons 34 36 35 34 36 36 43 37 
Fertilizers 

(ele DAM ears ae eee cone 2 ae 39 42 31 28 33 36 13 

Controlled: each. conte & Ane ae 90 98 100 29 60 70 22 
Non-ferrous metals and manufactures. ... . 

otal ao ec nent oe Oe eee ee 17 19 21 15 ll 11 10 ih 

(Controlled « sau. .cbece oeeecen come 17 20 25 17 12 12 al: 10 
Crude sulphur 

SGEAL htc is lash he A opeearhigian oe Oa té 6 9 7 5 10 

MCOTENOUEM 5 & rae «ctu vtee he Bos ccs 10 5 11 10 7 14 
Total exports * (excluding “‘special cate- 

gories”’) 
SL seLeR ets =", Ceo T ey ee ee 29 27 30 27 27 28 30 27 
E059 1 VES ee Pe eA ge ae 21 22 26 28 27 30 31 32 


Source: United States Department of Commerce, Export Control Quarterly Reports. 


« The classification refers exclusively to U. S. goods. 


Re-exports are included only in the total. 
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Table 69. Volume of Western European exports to Latin America, by groups * 


1951 
Jan.—June 
1950 ans July— Oct. 
Groups June Sept. Dec. 
(millions 
of US$) (Jan.—June, 1950=100) > 
Foodstuffs, beverages and tobacco............ 30.6 126 121 150 
URCUDN IN ALETLAISI. enter staal tee ars eet eretelan el elas 39.9 110 92 106 
Metals and metal manufactures............- 146.5 123 125 119 
Machinery 
IRATE v adtoans so aacoo me psapanedee 8.1 193 180 184 
Apri Culturalias a ntedt ta totes ators teesissiene = 2.4 152 163 104 
Machine toolsiiccjerdee eiteeie ciertatrar= 2 5.7 174 192 84 
Pextile ae seine tel there iter hie vateichere Ss 15.1 118 14 Ill 
IBUBEESS iy 5 faye, eave se vee ce ei erens ois ve etter eae) 211 235 264 
: Non-electrical for other purposes.......- 36.3 134 133 14 
: Electrical generators...............-.-. 4.8 127 139 182 
Miscellaneous electrical....... Sracreye ance 14.2 148 180 137 
Vehicles 
(Automobiles'...cterysastiareteer ives lever) 19.8 184 197 193 
UR eo goppacaccsddo. OnomeopmorDoG 4.0 235 321 177 
[ISCO CA oGnond sp onons: op odo ume 1.4 187 61 173 
Otherzolling:stock nan ine ese = 5.8 100 76 121 
Veespelsisi. s oia,s oatacranaitascte sie a vascels ee 23.4 16 50 140 
Otherivehicles (arsam-rsaa a sosiaay 26.9 93 109 94 
(Chemical, products) qrcresrserenhs aleret-idisiiaiecees)= 54.2 108 124 107 
Rae 31 SNe Us RA Ress tric oa COO Oc UCP 53.9 117 93 94 
OEE EAN ret Rh Seb Wy jOAU OOOn oe e 47.1 131 141 139 
Unspecited articles states ce lee = 12.1 119 132 153 
INOW o agne Gabe corona oosoo NODE Eeo Ons 594.4 128 135 137 


Source: Economic Commission for Europe; data specially regrouped for the Economic Com- 


mission for Latin America. 


* Countries included in the a rea for European Economic Co-operation, with the ex- 


ception of Switzerland, Portugal, Tur 


ey, Greece, Ireland, Iceland and Trieste. 


> Half-yearly indices based on January—September 1950 prices, in dollars. 


ible 68). A comparison between the increase in the 
nited States gross product and in total exports to Latin 
merica during 1951-52, shows that the latter expansion 
as greater than the former (see plate 30). 

Despite the mid-1952 steel strike (the effects of which 
ere later felt by electrical and transport equipment manu- 
icturers and the petroleum industry), accumulated stocks, 
upid output recovery and the expansion of steel capacity 
y the end of 1952, indicated favourable supply prospects 
wr 1953 and continued improvement thereafter. At the 
ime time, Latin America’s iron and steel production has 
sen increasing and new projects are under way to replace 
srtain types of steel imports.® 

During 1951, the quantum of Western European ex- 
orts to the region was some 20 per cent above the first 
alf of 1950. Particularly, the volume of electric motors 
id machinery, machine tools, textile machinery, tractors, 
ling stock and other capital exports; was well over 30 
x cent higher, although in some cases a decline appeared 
| the last quarter of 1951 (see table 69). With the excep- 
on of finished textile goods, industrial raw materials and 
tain types of non-electric machinery for varied uses, 
ere was no important item which Europe was not able 
. provide in larger volume for Latin America. 

There were, however, important changes in the source 
‘imports from Europe. Those from the United Kingdom 
corded a lower level than in 1950. In part, this was due 
. decreases in output, but it also occurred because a 


3In chapter II of part III, the stimulus given to Latin-Amer- 
an output of iron and steel is described. 


larger share of British exports was directed to sterling 
area countries, many of which have been accelerating 
their programmes of economic development. These ten- 
dencies were also noted in the trade of other European 
countries such as France, Belgium and Italy, whose 1951 
exports to Latin America rose at a slower rate than those 
shipped to the sterling area. 

The notable exception was Western Germany, its trade 
with Latin America rising rapidly throughout 1951. In 
1951, the aggregate German export volume rose 43 per 
cent above 1950, while exports to Latin America almost 


Table 70. Volume of Western European exports;* total 
to Latin America and the sterling area, 1948-52 


(Millions of dollars at prices for the first 
six months of 1950) 


Total To Latin To the outer Percentage to 

exports America sterling area® Latin America 
Ce eee 12,852 951 1,864 7.4 
[GAGs sec) gaee 15,428 1,055 2,186 6.8 
LOS OMoansctctere ss 19,736 1,349 2,349 6.8 
Se ee 22, 468 1,638 2,780 7.2 
1969.5 an 21,543 1,367 2,282 6.3 


Source: Foreign Trade Statistical Bulletin, December 1951 and 
haces Septeutes 1952 (Organization for European Economic 
Co-operation). 

2 Matiber countries of the Organization for European Economic 
Co-operation. 

> Not included in the Organization for European Economic 
Co-operation. 
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Plate 31 


WHOLESALE PRICES IN THE UNITED STATES AND THE UNITED KINGDOM 
FOR LATIN-AMERICAN EXPORT PRODUCTS 


Indices: average January-June 1950 — 100 
(Natural scale) 
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(1) Adequate price series for the United States not available. 


Sources: International Financial Statistics, International Monetary Fund; Monthly Bulletin. United Nations. 
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Table 71. Volume of exports from Western Europe * 
and Western Germany to Latin America, 1948-52 > 


(Millions of dollars at prices prevailing 
during the first half of 1950) 


European exports to Latin America Western German exports to 


4 (excluding Germany) America 
me Millions of dollars Indices Millions of dollars Indices 

at Jan—June Jan.—June at Jan.—June Jan.—June 

1950 prices 1950=100 1950 prices 1950=100 
1948....... 948 84 3 4 
EDAD ee eos « 1,027 91 28 31 
1950 1,195 106 154 173 
BOOM = 2 3) 1,333 118 305 342 
OZ Sees 5 1,052 93 315 353 


Source: Organization for European Economic Co-operation, 
‘oreign Trade Statistical Bulletin, Series 1. 

= Member countries of the Organization for European Economic 
20-operation. 

y The figures for total European exports, excluding Western 
sermany, were deflated by the export price indices of OEEC 
ountries trading outside Europe. German export figures, in turn, 
vere deflated by that country’s export price indices for trade with 
he rest of the world. 


loubled. This was possible because Germany took ad- 
vantage of its previously under-employed output capacity 
and also entered into credit arrangements with several 
Latin-American republics. The recovery of Germany’s 
rade with Latin America was so remarkable that, in 1951, 
its exports accounted for more than the total increase of 
ill other European exports to the region. (See tables 70 
and 71.) 

However, this tendency did not continue throughout 
1952. European exports to Latin America decreased, due 
both to the lack of additional industrial capacity (es- 
pecially for capital goods) and because of continued 
shortages of certain raw materials. Western Germany 
was an exception to this general rule, its exports rising 
slightly. Until the end of 1952 it was anticipated that 
rearmament would continue to have a substantial influence 
on European output of capital goods. However, there were 
some signs that the shortages of coal and steel would be- 
some less acute. European exports of capital goods could 
not be increased to any great extent unless the resources 
of consumers goods industries, which had previously 
sxpanded at an excessive pace and were undergoing a 
serious crisis, could be transferred to the production of 
machinery and equipment. Excluding Germany, Europe’s 
post-war consumer industries have grown to a relatively 
sreater extent than have capital goods industries. Thus 
most of Western Europe was not favourably situated to 
meet Latin America’s post-war demand, which tends to 
seek capital goods rather than consumer products. 

Japan has also been playing an increasingly important 
role in Latin-American trade. Imports from that country 
rose from 42 million dollars in 1950 to 89 million in 1951. 
[In terms of constant prices, this represented an increase 
of some 50 per cent. However, during the first quarter of 
1952, their value fell sharply to 16 million dollars. In 
contrast to Germany, Japanese exports to Latin America 
were limited to only a few countries, in particular Brazil 
and Argentina. Since 1950, Japan has suffered from rising 
prices for the raw materials it requires and from serious 
Jomestic inflation. Because of the resulting high prices. 
Japanese exports have encountered certain difficulties. 


Thus, while Japan’s industrial output rose almost 40 per 
cent in 1951, the export volume increased only 13 per 
cent, the major part of this increase representing the 
growth of textile production. 


3. WORLD DEMAND FOR PRIMARY PRODUCTS 


The United States and European rearmament pro- 
grammes have not prevented Latin America from import- 
ing capital and consumer goods with the exceptions already 
noted. Since 1950, the world demand for raw materials 
and foodstuffs (which is the basic factor for Latin 
America’s capacity to import) has been subject to chang- 
ing conditions, resulting in abrupt price fluctuations. The 
rise in prices, after mid-1950, was largely due to increased 
stockpiling demand and to artificial shortages caused 
by speculation and forward-purchases during that period. 
During the same period, the demand for commodities 
essential to industrial expansion, especially non-ferrous 
metals, also increased. 

Under these circumstances, many diverse tendencies 
became apparent. By the end of 1951, the inventory peak 
had been reached and prices had turned down. By mid- 
1952, conversely, this in turn was checked by the stable 
demand that followed high levels of economic activity in 
industrial countries. Prices for a number of important 
Latin-American exports of primary goods were main- 
tained throughout 1952, higher, in fact, than were their 
levels before the Korean war. (See plate 31.) 

This was the case for basic metals, world prices for 
which fell only slightly during 1951 and 1952, although 
in the second half of 1952 zinc and lead prices suffered a 
sharp fall. In 1951, European stocks were lower than in 
the United States, and thus Latin America was able to sell 
substantial quantities of lead, zinc and copper to Europe 
at prices well above official world levels. The exceptional 
prices paid by the European countries began to decline 
early in 1952, but coincided with a renewal of United 
States stockpile purchases. In the case of copper, prices 
by mid-1952 were some 80 per cent higher than during 
the first half of 1950, due mainly to the heavy United 
States demand. In May 1952, it was necessary to raise 
the U. S. price of imported copper above the ceiling. This 
was to attract sufficient shipments and thereby offset the 
intense drain on stocks and the difficulties that would arise 
over a short period if an extensive replacement of copper 
by aluminium was attempted. During 1952, tin remained 
directly subject to the control which the United States 
Government exercised over its purchase and sale, the price 
being fixed at 1.21 U.S. cents per pound. Quotations had 
stood at 0.76 cents during the first half of 1950. 

Foodstuffs, which represent 48.7 per cent of Latin- 
American exports, continued in firm demand by the 
United States during 1952, so that price fluctuations re- 
sulted almost exclusively from harvest conditions in 
producer areas. Coffee prices, after rising spectacularly 
from the pre-Korean war period, because of radical 
changes in factors affecting supply and demand, remained 
during 1952 at a level 11 per cent to 15 per cent higher 
than the first half of 1950. The volume exported from 
Latin America, however, showed little increase, due to 
the slow reaction of production. Sugar prices, conversely, 
dropped sharply in mid-1952 when the Cuban harvest 
reached an unprecedented level, although the decline was 
halted by the purchases made by certain European coun- 
tries. Further favourable factors were the granting of 
bank credits to finance stocks and the United States import 
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Plate 32 


PRICE MOVEMENTS IN UNITED STATES AND WESTERN EUROPEAN TRADE 
WITH THE REST OF THE WORLD 


Indices January-June 1950 = 100 
Quarterly average 
(Natural scale) 
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(A) From the Latin-American standpoint. 
Note: “Western Europe” includes only member states of OEEC. 


Sources: (1) Based on data from the United States Department of Commerce; (2) based on data published by OEEC. 
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quota was set at a level higher than had been foreseen. 
sacao prices fluctuated considerably. Shore crops gave 
rise to high prices in 1951 and they fell again due to the 
strong resistance of demand. Low production levels 
caused another rise during mid-1952, while during the 
second half of the year they declined slightly once more. 
Prices of edible oils and fats decreased because of greater 
output between 1950 and 1951; meanwhile, the shortages 
existing since the end of the Second World War were 
being gradually eliminated. 

The group of products most influenced by changes in 
demand were textile fibres and hides, the prices of which 
fell so considerably that they seriously affected exports 
of several Latin-American countries. Rearmament ex- 
penditures had little influence on their position which, in 
fact, reacted to the relationship between purchases by 
the final consumer and stock levels. During 1952, the 
prices of wool, hard fibres and hides, while making small 
recoveries, remained below pre-Korean war levels. This 
was due both to stocks accumulated during 1950-51 and 
to the competitive impact of substitutes such as rayon 
and plastics. Cotton prices did not fall as much as those 
of other fibres, but they weakened appreciably in 1952, 
especially in relation to the abnormally high levels at- 
tained in world markets during 1951. This decline, as- 
sociated with the crisis in the world textile industry and 
with the improvement in North American crops arising 
from the 1952 harvest, greatly influenced the region’s 
foreign exchange earnings from Europe and Japan, whose 
reduction in demand extended mainly to Latin-American 
exports. At the present level of Latin-American export 
prices (which during the last months of 1952 were 40 to 
50 per cent higher than pre-Korea), cotton sales have been 
small and stocks have begun to accumulate, which the 
governments of certain Latin-American countries have 
been obliged to finance. 

In 1952, industrial countries were again able to obtain 
adequate stocks of those industrial oils and fats exported 
by Latin America. This led to a substantial fall in their 
prices during the first half of the year, although they re- 
mained generally higher than in 1950. 

To summarize, despite high levels of economic activity 
in industrial countries, Latin-American primary products 
in world markets were characterized by substantial price 
fluctuations and by the importance of short-term changes 
in the countries to which they were exported. Two out- 
standing factors were of significance to Latin America: 
firstly, variations in the volume of United States imports 
of industrial raw materials, resulting principally from 
inventory policies; secondly, because of limited stocks in 
relation to armament expenditures, Western Europe sud- 
denly required imports of industrial primary products, 
even at prices above those existing in official markets. Both 
these factors contributed substantially to instability in 
Latin America. On the one hand, as soon as the initial 
volume of stocks had been built up, the emergency demand 
in Europe contracted, and Latin America, which had been 
principally a marginal supplier, rapidly lost the position 
it had gained. On the other hand, the renewal of United 
States imports in 1952 for stockpiling, counteracted the 
down trend in prices, and stressed the fundamental de- 
pendence of Latin America upon the North American mar- 
ket. Another feature might be mentioned in connexion 
with this dependence. Any new change in the policy af- 
fecting inventories will strongly affect Latin America’s 
position and its foreign-exchange receipts, which have 
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been so important in financing capital goods imports 
during the past two years. North American imports of 
the region’s foodstuffs, which provide the major part of 
Latin America’s foreign-exchange earnings, do not suffer 
to the same degree from those factors, thus fluctuations 
in their prices have been fewer and less intense. Never- 
theless, Latin America’s position depends directly upon 
the general levels of economic activity and income within 
the United States. 


4, TERMS OF TRADE OF PRIMARY PRODUCTS 
AND MANUFACTURES 


The terms of trade of raw materials and foodstuffs, 
in relation to industrial products, improved for Latin 
America in 1950 and the greater part of 1951. In prac- 
tically every republic this resulted in an increase in their 
reserves, and in their capacity to import. By the end of 
1951 and through most of 1952, however, these terms of 
trade tended to deteriorate.* The decline in raw materials 
prices was greater, in almost every case, than was 
generally to be observed in export prices of industrial 
countries, particularly the United States. 

Nevertheless, because of changes in the terms of trade, 
the United States position differed from that of Europe 
(see plate 32). The fall in United States prices affected 
some of Latin America’s principal exports of industrial 
raw materials. But the ratio between export and import 
prices, according to United States data, showed that in 
1952, compared with pre-Korea, the United States terms of 
trade with the rest of the world had an advantage of some 
10 per cent. About the middle of 1952, North American 
export prices were 17 per cent higher than before the 
Korean war, having declined slowly from the peak reached 
during the second quarter of 1951. Most of the price in- 
creases in United States manufactured exports took place 
prior to the first half of 1951, with no appreciable varia- 
tions occurring throughout 1952. The rise in prices of 
United States food exports was most significant for Latin 
America in 1951, since the increase was considerably more 
marked than that recorded in United States wholesale 
prices for comparable products. Around the second half 
of 1952, drought conditions tended to raise prices once 
more. In addition, export prices of some finished goods 
rose, among them steel and other products of basic North 
American industries. 

The advantages which the region had previously secured 
in its relations with Europe disappeared in the fourth 
quarter of 1952, when the terms of trade declined below 
the mid-1950 level. This was due both to the fact that 
Europe had been compelled to pay higher prices for im- 
ported raw materials, and because of a recurrence of in- 
flationary tendencies. European export prices by the 
middle of 1952 were more than 25 per cent higher than 
before the Korean hostilities. The fall in the value of some 
raw materials during 1952 helped to reduce the rise in 
European output costs. Towards the end of the year, how- 
ever, despite the rising trend of wages, some wholesale 
prices showed a slight decline that was partly due to a 
decrease in demand for finished goods. Nonetheless, ex- 
port prices (particularly of capital goods), which rose 
above the general European wholesale price level in 1952, 
proved to be increasingly disadvantageous to Latin 
America because of its relatively large imports of European 
capital goods. 


4 The terms of trade for Latin-American countries will be studied 
in greater detail in chapter III of part II. 
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THE BALANCE OF PAYMENTS AND ITS DETERMINING ELEMENTS 


1. MOVEMENT AND COMPOSITION OF MONETARY RESERVES 


Economic events in other countries and the considerable 
fluctuations of the prices of primary products, strongly 
influenced Latin-American monetary reserves during 
1950-52. Moreover, the distribution of gold reserves and 
of free foreign exchange was modified in favour of coun- 
tries trading principally in dollars, to the disadvantage 
of those whose trade with Europe was based on bilateral 
agreements. Short-term commercial liabilities with the 
United States increased, particularly in countries belong- 
ing to the latter group. 

By the end of 1952, total gold and dollar reserves (the 
latter accounting for the majority of the total) had fallen, 
from the 3,700 millions reached in the first quarter of 1951 
to 3,356 million dollars. The larger figure was slightly 
above the peak level previously reached at the end of 
1946 (see plate 33). 

During 1951 and the first half of 1952 a rapid contrac- 
tion took place, mainly representing a loss of dollar-credit 
balances. In the second half of 1952 a slight recovery was 
registered. 

This decline in gold and dollar reserves during 1951 
and 1952 did not take place in all Latin-American coun- 
tries. On the contrary, it was observed mainly in those 
where the export trade with Europe was governed by 
bilateral agreements which did not produce the free ex- 
change necessary to pay for substantial deficits in trade 
balances with the United States. Thus, in Argentina, 
Brazil, Chile, Paraguay, Peru and Uruguay, reserves fell 
substantially, so much so that, between the beginning of 


1951 and the third quarter of 1952, there was a loss o 
about 30 per cent. The above countries showed a notabl 
improvement during the last quarter of 1952, especiall 
Argentina and Chile. On the other hand, all the othe 
countries (the majority of which traded in free exchange) 
were able to increase their gold and dollar reserves almo 
continuously after the end of 1950, to a level some 6 
cent higher by June 1952 and a further improvement of 
per cent by September 1952. At the end of the year ther 
was a slight decline. 

The position of the former group was even more serious 
than the figures indicate, since short-term commercia 
obligations to the United States and other countries had, 
meanwhile, increased substantially. Brazil’s gold an 
dollar reserves fell by 125 millions in 1951 and a further 
27 millions during 1952, after which a slight improvemen’ 
was recorded. However, the value of drafts issued by 
Brazilian merchants to North American exporters ro 
progressively, and by August 1952 transactions recorde 
by United States banks alone had reached the unpr 
dented total of 400 million dollars, or 300 million higher 
than June 1951.1 Brazil’s case appeared even more serious 
since its deficit with Western Europe was, in addition, 
diminishing reserves of inconvertible currencies. 


1 The periodical Conjuntura Econémica, November 1952, page 2. 
estimated that delayed payments were 500 million dollars in October 
1952, although a small reduction was since made in this total. In 
February 1953, Brazil obtained a 300 million dollar loan from the 
rae gee Bank to consolidate the major portion of its trade 

eficit. 


Table 72. Latin America: Gold and dollar reserves * 
(Millions of dollars) 
1951 1952 

March June Sept. Dec. March June Sept. Dec. 
Argentina..... 633 632 588 518 458 415 398 427 
Bolivia-si: 3:2. 45 48 49 51 44 47 46 44 
Braz] * gene 577 529 457 417 416 398 406 390 
Chilewa ved a 115 115 101 99 102 96 100 121 
Colombia..... 107 125 114 154 157 138 153 184 
Cubs acca 547 609 623 575 609 634 601 515 
Mexico....... 413 352 335 366 357 266 320 375 
Perit cer ad 101 100 99 93 102 103 102 102 
Uruguay..... 377 355 332 306 294 309 303 300 
Venezuela.... 463 449 449 445 440 503 527 519 
Otherss./..55,. 351 341 339 336 386 392 382 374 
Total for Latin 

America.... 3,729 3,655 3,486 3,360 3,365 3,300 3,335 PiteS: 3590 


a a ak ee 
Source: Board of Governors of the Federal Reserve System, Washington, D.C. 


* End of fiscal year. 


> Partial estimates. 
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Plate 33 


LATIN AMERICA: GOLD AND DOLLAR EXCHANGE HOLDINGS 
(Natural scale) 


Gold and dollars Disposable personal income, consumer 
expenditure and fluctuations of inventories 
in the United States 


Current values 
Millions of dollars Thousands of million dollars at 1952 prices 


240 
DISPOSABLE PERSONAL INCOME 


LATIN AMERICA. TOTAL 


FOR CONSUMPTION 


220 


200 


CONSUMER EXPENDITURE 
180 


1950 1951 1952 


Thousands of million dollars at 1952 prices 


DOLLAR AREA IN LATIN AMERICA 


INVENTORY FLUCTUATIONS 


REST OF LATIN AMERICA 
EXCLUDING ARGENTINA 


1947 1948 1949. 1950 1951° 1952 1950 1951 1952 


(1) Argentina, Uruguay, Brazil, Paraguay, Chile, Peru. 
Note: 1946-49 figures refer to end of year; 1950 data are half-yearly, and 1951-52 quarterly. 
Sources: Board of Governors of the United States Federal Reserve Board. Based on data published by the United States Council of 


Economic Advisers. 


Economic Commission for Latin America 
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The drop in Argentina’s gold and free-exchange re- 
serves started during the second half of 1951 and con- 
tinued until the fourth quarter of 1952, when a significant 
recovery began. The loss until September 1952, estimated 
at not less than 200 million dollars since mid-1951, coin- 
cided with a substantial increase in official short-term 
foreign exchange obligations, equivalent to over 800 mil- 
lion Argentine pesos. 

Although they had not decreased in 1951, Chile’s gold 
and dollar reserves both subsequently recovered since 
mid-1952. Among the countries in the free-exchange area, 
only Mexico’s monetary reserves shrank to any extent 
during 1951 and the first half of 1952. By the end of the 
year, however, the greater part of these losses had been 
made up. 


Table 73. 


2. THE DIRECTION AND VOLUME OF LaTIN AMERICA’S 
INTERNATIONAL PAYMENTS 


The above changes in the over-all situation and in the 
two groups of countries indicated, stem from the modifica- 
tion in Latin America’s economic relations with the Unite 
States and Europe. 


A radical change took place in Latin America’s balance 
of payments with the United States. The decline in net 
exchange assets was due to sharp fluctuations in both im- 
ports and exports, as compared with 1950. From 1950 
to 1951, Latin-American imports from the United States 
rose by over 1,000 million dollars, while its exports to that 
country exceeded the previous year by 450 millions, con- 
verting the 1950 surplus of 373 million dollars into a 1951 


Total balance of payments of Latin-American trade with the United States and the 


rest of the world, 1950-51 
(Millions of dollars) 


1950 1951 
United Europe and United Europe and 
States * others > Total States * others > Total 
A. Current account 
aE NN MONK A bonsodesquenso4acos 3,090 3,070 6,160 3,003 3,678 7,161 
Importsseto:lssr tate ieee ecetee =2,658 —1,837 —4,495 =3,733 —2,623 —6,356 
Trade balance 432 i233) 1,615 —200 1,005 805 
Travels iacdasiconrcien carer araeocere 68 32 100 103 iil 114 
Net investment income............. —T48 —7 —755 —906 —39 —867 
Transport and insurance............ =92 —288 —340 —137 —470 —607 
Otheriserviceske; jay aatyanietece eis SP) —63 —135 —55 —103 —158 
Private sources... .1eeaerniy ceieere 23 —56 —33 41 —68 —27 
Total of A —349 851 502 —1,154 386 —768 
B. Capital account 
Private long-term capital?........... 186 —100 86 322 100 422 
Private short-term capital........... 29 23 52 =—21 99 72 
Special official financing: 
Loans and donations.............. 106 5 101 242 7 249 
Amortization ii-uspeer eho: —100 —65 —165 —87 —37 —124 
Total of B 221 —147 74, 450 169 619 
CG. Total of A aA Bia akei seer eer —128 704 576 —704 555 —149 
D. Compensatory official financing 
Foreign-exchange reserves and Inter- 
national Monetary Fund f......... 1740) 40 —130 187 38 225 
Monetary gold {irr aacte ae ema tenn & —162 —54 —216 —124 43 Sil! 
Others ®:s-07... aeevrweenacice cane wae =) —61 —66 108 —28 80 
Total of D =A Bil —715 —412 171 53 224 
E. Errors, omissions and multilateral as, 
settlements! © fori. lata haces eine arene —465 —629 —164 533 —608 —15 


Source: International Monstaty Fund. The 1951 figures were estimated on the basis of IMF data, by countries, 
and the balance of payment figures for the United States contained in Survey of Current Business (United States Department 


of Commerce). 
® Includes IMF and IBRD operations. 
» Excludes inter-Latin-American transactions. 
° Includes non-monetary gold. 


4 Includes undistributed profits of subsidiary enterprises which represent direct investments. 


The flow of long- 


term capital to Europe and other areas probe includes income obtained from European petroleum investments and may 


also be the result of under-estimates o 
© Includes unidentified capital movements. 
f The minus sign (—) indicates an increase. 


new European investments or over-estimates of 


nited States capital receipts. 


® Includes United States Stabilization Fund operations and other official short-term transactions. 
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\eficit of 269 millions. Payments to the United States for 
ervicing private investments in Latin America rose, over 
he same period, from 670 million dollars to 735 millions. 
“hus the total current account deficit of the balance of 
yayments exceeded 1,000 million dollars, or three times 
he preceding year’s deficit of 350 million dollars. (See 
ables 73 and 74.) 
_ During the first half of 1952, the current account deficit 
vith the United States maintained a level similar to 1951. 
uatin-American imports from the United States, at an 
mnual rate, were slightly greater than the 1951 total of 
3,800 million dollars. The annual level of exports was ap- 
yroximately the same as in 1950, namely, 3,500 millions. 
No significant changes were observed in the servicing of 
oreign capital. Not until the third quarter of 1952 did 
iny change in the situation become apparent. Imports 
rom the United States declined, exports rose slightly and 
though net payments for servicing private capital also 
ncreased, the current account deficit for that quarter 
vas only 230 million dollars at an annual rate. As the 
inal result of 1952, Latin America was able to show a 
mall surplus in its trade with the United States and the 
‘urrent account deficit was reduced to almost half that of 
1951. But this was due to the severe import restrictions 
idopted by leading Latin-American countries, a policy 
vhich cannot be carried too far without prejudicing the 
upply of essential equipment and capital goods. 

The position regarding Europe has also changed con- 
iderably. During 1951, there were large transfers of 
rold and dollars from Western Europe to various Latin- 
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American countries. This situation arose, as in 1950, 
because the surplus of exports to Europe over imports was 
in part settled by convertible currencies. However, the 
demand for Latin-American products fell sharply during 
1952, so that for the first time in the post-war period, Latin 
America’s trade balance with Europe ceased to show a 
surplus, during the second and third quarters of the year. 


' In addition, there was a deficit on transport services with 


Europe, which had expanded substantially since 1951. 
As a result, the current account deficit with Europe in 1952 
prevented Latin America from settling its deficit with the 
United States as in previous years, namely, by transfers 
to the latter out of trade surpluses with Europe. This 
partly explains the acute exchange difficulties of several 
South American countries in 1952, especially Brazil, 
which was finally compelled to postpone payment of cur- 
rent dollar obligations. 

During 1951, Japan’s position in Latin America’s 
balance of payments resembled that of Europe. In 1952, 
Japan was also unable to help Latin America cover its 
deficit with the United States. A surplus of some 200 
million dollars, accruing to Latin America from trade 
with Japan in 1951, dwindled to a very small amount 
during the first half of 1952. The 1951 balance was par- 
ticularly useful to countries having free exchange, such 
as Mexico and Cuba, but did not prove so advantageous 
to others whose currencies were weak. 

Because of changes in the balance of payments with 
Europe, Japan and other areas paying dollars to Latin 
America in 1951 and earlier years, the region was com- 


Table 74. Balance of payments: United States with Latin America 


1951 1952 
an.— ril— — Oct.— - Apr—- uly— Oct.— 
ca aap 4 lar toe bas, Dad ae Tine a Das 
1. Current account 
los Gana AAC o ap Ope Aeon SBMS O Aaa 3,802 3,520 857 949 1,001 995 1,016 929 770 805 
Timp GutaizocDenem iors amis asc sue 3,090 83,008 5,091  — 1076) —913,—732, —812 —911 —85%, 8387 | —936 
Trade balance —373 269 —71 —219 36 269 183 105 12 AS 
line vieleencetaats c/s sjaictecns oan etarers 5a —68 —103 —91 —36 —-18 —28 -—21 —35 —-l17 —26 —I3 
Net investment income........... 682 TAT 656 147 169 171 261 159 158 160 179 | 
Minas port ts aioe ters G26 10 )o\0)s\svayniele 37 59 43 1 16 30 12 12 17 8 6 
Others Services tira ce e-sein sak asc sate 79 61 76 17 14 14 16 21 17 17 2 
Total of A 357 1,033 613 —90 217 456 450 262 247 42 62 
3. Capital account — 
Private long-term capital.......... —133 — 149 —202 —l15° —22 20 oO OO LOZ =i) ah 
Government capital............... 35 85 57 —48 —36 = =i 9 —4 —839 =o 
Unilateral transfers *.:........... —61 —126 —130 -14 -14 —-45 -53 -50 -36 —22 —22 
Total of B  —216 —360 —389 -177 -72 -19 -—92 -—119 -142 -62 -—66 
PROVO Alt DD saints siapsisia as \si «3 04s 141 673 224, —267 145 437 358 143 105: ~~ —20 —4 
). Movement of short-term capital 
Latin-American dollar balances..... 153 =) 188 67 62 —128 —100 11 49 88 40 
Monetary, Olds roactarininersierssss overs 162 124 —63 239 —716 8) yl =), 99 1 36 
WAS credits: Serpacr ee tated. 2.13: 38 —140 —174 —30 17 —53 —-69 —78 —ll7 34 —12 
Total of D 353 —115 —49 267 3 -—189 -—196 —72 —163 123 64 
). Dollar credits from third areas and 
errors and omissions............+ —481 —558 —175 — 1487 —248| ——162) 69 55 101 -—é60 


Source: Balance of Payments of the United States, 1949-51, and United States Department of Commerce, Survey of Current Business. 


® Includes private and official transfers. 
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pelled to utilize its monetary reserves intensively (in order . 3. THE BALANCE OF PAYMENTS SITUATION IN SELECTED 
to cover the current account deficit with the United LaTIN-AMERICAN COUNTRIES 

States). Certain transfers were nevertheless made in the The balance of payments of each Latin-America 
capital account, consisting of private direct investments, country has unique features, due to their differing stages 
long-term loans and short-term credit, the 1951 total of of development, the nature of their primary output, th 
which exceeded that of 1950. varying, and, at times, very powerful domestic monetar 


Table 75. Latin America: Balance of payments of the Latin-American countries, 1950-51 
(Millions of dollars) 


Current account 


Capital Errors and Surplus or 
Countries Years Trade Net movement © omissions deficit 4 
balance * services b Balance 

Av pentma'...icioa.. ee eerie ser 1950 122 -—9 114 47° —T4 86 

1951 — 264 -17 —281 147 26 —108 

Bolivia aais.cacniectapticiae ee aeres 1950 19 —23 —4 2 10 a 

1951 42 —27 15 6 -—9 12 

Bravzale teva adie ae alec eee 1950 425 —307 118 —60 —15 43 

1951 68 —445 —377 —31 64 —344 

Ghiles a84. 24.) Bieaosere one 1950 50 —62 —12 —4 8 —8 

1951 29 —66 —38 35 3 - 

Golombia tas ss <i ab eutene ie ners 1950 45 —65 —20 5 —1l1 —25 

1951 55 —71 —16 20 23 28 

Costa Rica's. cs tect 1950 14 —13 1 A 5 9 

1951 12 —19 —7 7 13 12 

Guba strc sents carter cetera ee 1950 152 —94 58 22 —35 46 

1951 162 —104 58 60 —39 719 

Dominican Republic........... 1950 44, —24 20 —3 —13 5) 

1951 44 —35 9 6 —3 12 

Ecuador.< tanks. ay see See eee 1950 35 —16 19 4 —2 21 

1951 18 —21 —3 —2 —3 —8 

Ble Salvadorsos.c sic teeeeacta tee 1950 19 —5 14 —ll - 2 

1951 15 —8 a —5 = 1 

Guatemalarent sosct a at ee 1950 15 —10 4 5 —7 3 

1951 9 —8 1 4 —3 3 

Elatth 8 Syst pars teased dace a Ge 1950 3 —4 —1 4 - 3 

1951 6 —6 - 5 —2 3 

Honduras cryaree verte trees 1950 30 —30 - 8 —5 3 

1951 26 —33 —7 13 3 9 

Mexiconiei 3 caneiyacr cohen. 1950 —66 106 40 117¢ 50 208 

1951 —268 165 103 54¢h 76 27 

Nicarapuaskgena Aes s tetas. 1950 iy —10 1 —1 -1 -l 

1951 17 —10 i 1 —1 vf 

Ranama 5. (Mottin: Sao, o 1950 4 —24 —20 11 4 —5 
1951 

Paraguayirr cena ee aes 1950 16 —7 9 —l 1 9 

1951 13 -—9 4 1 = 5 

Pru irs gee ash arene Oa ee 1950 55 —61 —6 13 7) 5 

1951 45 —81 —36 38 2 4 

Uruguay san. on ae nee 1950 49 —1 48 18 =z 64 

1951 —76 —3 79 i 9 —64 

Veneauelasttonttnancc Omen 1950 579 —536 43 —34 —89 —80 

1951 639 —584 54 —6 —43 5 


Sources: Data based on statistics of the International Monetary Fund in the Balance of Payments Yearbook 1950-51 
and International Financial Statistics, except 1951 statistics for Argentina and El Salvador, which are estimated from 
official sources. 

Note: Totals may differ from the sum of individual items due to rounding out figures. 

* Includes non-monetary gold where this is an important item in a country’s foreign trade. Import values are 
f.o.b., with the exception of Argentina, Chile, Colombia, Mexico and Uruguay, for which c.i.f. values are quoted. 

> Includes insurance, freight, travellers’ expenses, profits and interest on foreign investments and loans, reinvest- 
ments, government transactions not included elsewhere, private and institutional donations and other items. 

° Includes private short- and long-term capital movements, plus reinvestments and long-term government loans, minus 
amortization payments. 

Deficits or surpluses covered by transfers from reserves, short-term government credits, and balances arising 
from payment agreements, etc. 

® Includes inflow of capital in the form of imported merchandise “without use of foreign exchange”. 

f Refers to fiscal year q October to 30 September. 

® This includes an income of 56 million U. S. dollars of short-term capital in 1950 and 46 million U. S. dollars in 
1951, representing a decrease in foreign bank balances of Mexican individuals and enterprises, and a decrease in their 
obligation to foreign banks. 

» No information is available as yet regarding reinvestments of profits accruing to foreign capital, although their 
total in 1951 was probably substantial. 


hapter II. The balance of payments and itsjdetermining elements 107 


ictors and other influences. In nearly every country, 
nports expanded appreciably throughout 1951 and 1952, 
3 a result of the improvement in terms of trade in 1950. 
his upward trend was due both to higher disposable in- 
yme and the consequent increase in demand for im- 
orted products, and because of government policy to 
ipply domestic industries with raw materials which, it 
as presumed, would be in short supply and therefore 
igher priced. Concurrently, similar facilities were granted 
1 imports of capital goods required to maintain public 
nd private investments at high levels. 

The increasing trend of exports, beginning in the second 
alf of 1950, showed signs of becoming unstable and less 
wourable by 1952. Some countries, such as those export- 
ig food, petroleum and metals, were able to maintain 
xports at a high level despite the fall in prices. Others, 
yr example those exporting wool, cotton and hides, were 
riously affected by the downward trend in world mar- 
ets, or by inadequate production, as in the case of Argen- 
ne wheat, the earlier exportable surplus of which had 
isappeared by 1952. With the exception of Mexico, 
hich earns substantial tourist income, the remaining 
atin-American countries registered sizable deficits with 
aspect to services in their balance of payments. These 
srvices include freight, insurance, net investment income 
nd other invisible items. In 1951, the deficit arising 
om services was higher in almost every country and thus 
le current account position of each deteriorated to a 
reater or lesser extent in the balance of trade. 

During the past two years, factors such as these ac- 
punted for the specific problems which developed in some 


able 76. Indices of the total c.i.f. dollar import 
values of Latin-American countries 


1950 1951 1952 
(millions of }—§$ —————————__ 
dollars) (1950 =100) 

guntries whose import rose more 

than 40 per cent in 1951: 
BEG TE Pe a). Maloiabe: cieid ois G-tls ons. 6 1,098 183 183 
LUPATEETTES 7 es eee ae 200 158 119 
PSTOCTIELER fe art tie Chale les visas 930 151 92 
IGQKUias ais doce g ihe vids ls fe 175 150 165 
IMEOREC OMA st. ss halein state's a6 4 556 148 133 
Torat Latin AMERICA....... o;2o0L 145 135 
RATA S UA jer ores ays sstecebyae evans ioe 21 143 200 
BOM Gas teliyac.4, iSstsct » Sievieye: tr) 310 64 142 116 
guntries whose imports rose be- 

tween 20 per cent and 40 per 

cent in 1951: 
BGS Al VaGOTn «cys 2 ert ehece 2 i's + 50 134 136 
Homduras\.5)5 fib e deals fe 38 134 168 
(Co ae cea Rate eA 248 133 150 
Mectiad ones bey cis Sherali bale atts 48 133 135 
Dominican Republic........ 48 133 181 
METIS Ryrebyeit heey alla see tcas cn... ebsvaxe 556 124 120 
MG OBER RUC $f icc. 5uoi sence sate'ce. sec 46 122 148 
BNICALAPWS Bs saieieyoisie) eatin aiepsie 310 28 121 157 
VWG2 GE DeeSrns aes magpie 601 120 135 
guntries whose imports rose less 

than 20 per cent in 1951: 
Lai ticrceeeiie. «acta team ce hc 38 116 139 
Colombia gs. 3. dachiayietela« sv 364 114 110 
EPATUAYILS sy araron ats, oo) a, ncha Xs ¥isie.ai3 71 107 124 
MS UALOMRALA 5 apa shersrapate aiccelnss, ar 71 114 107 


Source: International Monetary Fund, International Financial 
atistics. 


Table 77. Indices of the total f.o.b. dollar export 
values of Latin-American countries * 


1950 1951 1952 
(millions of —©§ ——<—— 
dollars) (1950= 100) 
Countries whose exports rose more 
than 30 per cent in 1951: 
Bolivia sists ses sa crane ryara se 94 161 152 
Dominican Republic........ 87 137 132 
INiearagua da dgurscip acm.ataies 27 137 156 
(Ost ES Heer eee rece 282 132 162 
Oren aa i3. aie ste eis sun's, ah oiey sk4 190 131 123 
Hattie erect setee ea 39 131 133 
Brazile; nese eek eae ents 1,347 130 105 
Countries whose exports rose be- 
tween 15 per cent and 30 per 
cent in 1951: 
Mexican an cetera tora osvadalate 466 125 125 
EV “Salvadors..cs s1¢/0:0 cers 68 124 128 
Tora Latin AMERICA....... 6,549 120 108 
Guba 2.2 2 Fea Ws Piel ee 657 120 105 
Wenezicla® Sarah «selene ooh 1,248 117 124 
Colombia pee. 938" 4 7ee 3 396 116 116 
Paraguay: cencntty + seeks ere craee 33 115 94 
Countries whose exports rose less 
than 15 per cent or declined 
in 1951: 
HOnAUTAS eae ac eee ia 58 114 105 
Costaicattea sti sees es 56 113 129 
Cuatemalacsey pci iehtestes - 68 112 128 
Argentina); «ies ste ins ote'e! s/s1eceler 1,100 110 61 
Wirusway a, evs cea eis cfcials Gt 254 93 82 
Hiewad otek sicletal sir aa) > 66 86 118 


Source: International Monetary Fund, International Financial 
Statistics. 
® Panama excluded owing to lack of data. 


countries, and became aggravated in others, thus pro- 
ducing widely differing results.? The decline in export in- 
come, particularly in the dollar area, generally required 
South America to restrict imports severely after the first 
quarter of 1952. Such methods included direct prohibi- 
tion, or alternatively reinforcement of exchange controls, 
or a lowering of the exchange rate. Domestic monetary 
policy in some instances favoured a reduction of im- 
ports, especially in Argentina where a deflationary process 
was initiated. In others, continued inflation made it more 
difficult to control imports, as, for instance, in the case of 


Chile. 


(a) Argentina 

Apart from the increase in imports, which was common 
to the whole of Latin America, the intense disequilibrium 
in Argentina’s current account resulted from its export 
values remaining practically stationary in 1950 and 1951, 
and even diminishing in 1952. The reasons for this lie 
partly in the suspension of cereal and meat exports, and 
partly in the sharp increase of both demand and prices 
on international wool and hide markets. The value of 
United States wool imports during the first half of 1952 
was lower than in the preceding six-month period, which 
in turn was substantially lower in volume and value 


2 For additional data concerning the balance of payments in the 
different countries in 1950 and 1951 and the trend of their import and 
export values in 1951 and 1952, see tables 75, 76 and 77. The infor- 
mation that follows, referring to individual countries, should also 
be interpreted in relation to these tables. 
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than in the first half of 1951. Argentina’s rising trade 
deficit with the United States could not be balanced by 
commercial operations with Europe, as in previous years. 
In 1951, the surplus on current account with Europe de- 
clined because of the low volume of food exports, par- 
ticularly to the United Kingdom. Foreign investments in 
Argentina, during 1951 and 1952, were too small to com- 
pensate deficits in Argentina’s current account. 


(b) Bolivia 


Bolivia’s trade balance in 1950 had been affected by an 
interruption in tin shipments and there was thus a small 
deficit in its current account; by contrast, during 1951, 
despite a considerable rise in imports, the trade balance 
appears to have been able to cover the service deficit, judg- 
ing from the partial data available. This situation has 
continued. 

(c) Brazil 

Brazil was the country with the most serious current 
account deficit during 1951 and the first half of 1952. 
This was largely due to the increased value of imports, 
which rose by 80 per cent in 1951 and showed an even 
higher rate for the initial six months of 1952. Moreover, 
exports rose only 34 per cent in 1951. A further cause 
was an abnormal deficit in the services account, including 
foreign investment income, freight and other items, which, 
in 1951, totalled 445 million dollars. In addition to the 
1951 imports acting as an insurance against possible 
shortages of raw materials and capital goods, Brazil was 
also obliged to import wheat from the dollar area when 
the Argentine harvest failed. To these factors must be 
added the growing dependence upon imported fuels and 
the deferred demand for durable consumer goods, which 
could be met with a degree of freedom in 1951. The 
final effect on imports was thus extremely intense. The 
situation was further aggravated in 1952, since it was not 
until after June 1952 that import restrictions, reintro- 
duced at the end of 1951, began to demonstrate their 
first effects. 

Brazil was also one of the countries most seriously 
affected by changes in the pattern of trade. Its cotton 
exports to Kurope, in particular to the United Kingdom 
and France, decreased sharply in 1951-52, to such a 
degree that it became necessary to accumulate stocks. 
During 1950-51, in contrast with the immediate post-war 
years of the Second World War, Brazil showed a deficit 
with Western Europe in its trade balance, in services 
’ and maritime freight. These aspects of its balance of 
payments problems could be observed in the shortage of 
sterling balances and in the growing difficulty of obtaining 
short-term credits from certain European countries in 
the first half of 1952. In both 1950 and 1951, the net 
movement of foreign capital was negative and thus con- 
tributed a further problem to the balance of payments. 


(d) Chile 


The 30 per cent increase in Chile’s import values 
during 1951 was smaller than in other Latin-American 
countries and corresponded to an equal growth of exports. 
During 1952, Chilean exports rose another 30 per cent 
over the 1950 figure, largely owing to greater copper 
shipments to the United States after several slack months. 
Chilean import values during 1952 were higher than in 
1951, nevertheless the rate of growth was below that of 
exports, partly due to the reintroduction of control meas- 
ures in 1952. 


In Chile, remittances abroad of foreign investment 
income are of very great importance. In 1951 they 
totalled 51 million dollars to the United States alone 
more than 25 per cent of the value of mineral exports 
remaining in the country. On the other hand, a small ne 
amount was provided by tourists. In any event, there 
was still a current account deficit in the balance of pay 
ments. 

(e) Colombia 

Colombia, as a coffee-exporting country, maintained a 
firm position in its balance of payments during 1951 and 
1952. Import values rose only moderately because do 
mestic monetary policies tended to reduce effective de 
mand, and through the effects of devaluation and tariff 
increases. Although there was an appreciable deficit on 
services, the net balance showed a surplus in 1951, mainly 
due to the capital inflow. 


(f) Cuba 
During 1951, Cuba was in a similar position to other 
countries by transferring dollars provided by trade with 
Europe and Japan to cover the wide gap in its current 
account with the United States. In 1952, however, there 
were difficulties in obtaining dollar payments for suge 
exports to Europe. 
Payments agreements with some certain European 
countries, mainly with France, allowed Cuba to maintain 
its reserves until mid-1952. Later, the export decline and 
the increase in imports caused a loss of 100 million 
dollars to the reserves. With the United States, the situa 
tion was more favourable during 1952 than in the 
previous year, due to greater sugar purchases in North 
America. 
(g) Mexico 
Mexico is the only free-exchange country to have a 
negative trade balance. This, however, was counter- 
balanced firstly by net receipts from tourists in 1950 
and 1951, estimated at some 156 and 175 million dollars 
respectively and secondly by by other invisible items, 
which, together, enabled its transport services abroad to 
be covered, as well as a part of the income due on foreign 
investments. Mexico’s 1951 current account deficit was 
chiefly due to a 48 per cent increase in import values, 
almost double the expansion of exports. During 1952 
imports contracted sufficiently to halt the drain on re- 
serves, and even to increase them in the second half of 
the year, by income obtained from other current accoun' 
items in the balance of payments and by the repatriation 
of short-term capital. 
Since it is on a dollar basis, Mexico was able to avoid 
the payments difficulties encountered by other countries 
to the south in 1951, even though similar conditions 
existed. For example, a substantial trade deficit with 
the United States was compensated for by a surplus with 
Europe, Japan and other areas. In the case of Mexico, 
however, the credit balance was largely covered in free 
dollars. In 1952, when mineral sales to the United States 
returned to normal, Mexico’s deficit with that country 
was reduced to small proportions. It was therefore 
possible to avoid the danger of accumulating European 
credits which might at any moment become inconvertible. 
The trade surplus with Europe decreased sharply, while 
it practically disappeared in the case of Japan. 


(h) Peru 
During 1951, an increase of 50 per cent was recorded 
in the value of Peruvian imports, continuing to rise 
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rough 1952. There was, likewise, a substantial increase 
exports. This, together with an appreciable renewal 
' investments, enabled Peru to maintain a relatively 
90d exchange position, even though it was somewhat 
ampered by the inconvertibility of sterling balances. 


(i) Uruguay 
As in the case of Argentina, Uruguay was affected by 
e wool crisis. Exports declined in 1951 and decreased 
en further during 1952. In the last quarter of 1951, the 
ilue of these exports was equivalent to only one-third 
f that in the same period of 1950, when world wool 
uotations were extremely high. Import values in 1951 
ere more than 50 per cent above 1950, but diminished 
. 1952 because of the introduction of controls, so that the 
yer-all trade deficit was slightly lower. To a small extent, 
ruguay has been able to compensate its deficit balance 
y exchange receipts from tourists, but other services 
10w a net outflow of funds. Net capital movements have 
zen small. 
(j) Venezuela 

Because of the growing world demand for petroleum 
ad Venezuela’s exceptionally favourable conditions for 
roduction, export values rose progressively in 1951 and 
952. Despite the increase in imports, exports continued 
) provide a favourable balance. The 640 million dollar 
irplus in the 1951 trade balance enabled Venezuela, as 
| previous years, to meet heavy obligations on foreign 
ivestment income; in the case of the United States, this 
mounted to 278 million dollars during 1951. Such 
ayments, plus other expenditures for services, totalled 
00 million dollars in the same year. Commerce with 
urope and other Latin-American countries provided 
enezuela with a favourable foreign trade balance, 
though its United States deficit in the first half of 
952 was higher than in the preceding year. But Vene- 
1ela’s reserves rose steadily, and in September 1952, 
sached the unprecedented level of 527 million dollars. 


he net movement of capital, however, showed a deficit 
1 1951 and 1952. 


(k) Central America and the Republic of Panama 


A continuous increase in gold and dollar reserves has 
een a common feature of all Central American countries, 
nd is largely the effect of favourable coffee prices. In 
951, the value of exports from Nicaragua and El 
alvador was also increased by high cotton prices, which, 
owever, had dropped by 1952. Owing to this decline, 
iese two countries for the first time had difficulty in 
btaining free exchange from cotton exports and thus 
ere obliged to make arrangements to acquire a higher 
roportion of European goods. In contrast, foreign ex- 
hange accruing from coffee exports in 1952 appears to 
ave surpassed the 1951 figure. With the exception of 
uatemala and Panama, the value of Central-American 
mports rose substantially in 1951, and even further 
uring 1952. Since 1951, Nicaragua and Costa Rica have 
elaxed their import restrictions considerably. Taken as 

whole, and despite the sharp increase in imports, the 
alance of payments of these countries remained satis- 
actory in 1952. This was also partly due to capital which 
as continued to flow into the area, especially to Costa 
‘ica, El Salvador and Honduras. 


4, INCOME PAID ON FOREIGN CAPITAL 


In 1951, the dollar current account deficit exceeded 
000 million dollars, of which Latin-American payments 


Table 78. Net payments of Latin-American countries 


to the United States for servicing investments, 
1946-51 


(Millions of dollars) 


1946-49 
Annual 1950 1951 

average 
WATS ENEMA) 5 torsesfecierszeccid sis teva ssr4 + 21 8 17 
Brazileniers tetera eiieiciecraretoecen 39 76 83 
Ghileweye rece oe wale chairs oeevace er 41 43 51 
Colombia ans societies evens ¢ 10 18 18 
Cubase sae hos ato tel ca saans ce 46 69 76 
Mexico naae a cadveacaite tes. oe cas 28 34 42 
OL ss clove Aapatae ele cuegeh Se Sccaa 8 10 14 33 
Wenezuelatoeicc wa ara siars! coi 2 stardier 161 324 278 
Othersies Beet rree eia tasters scree 72 78 133 
ToraL 429 664 731 
Tora excluding Venezuela 268 340 453 


Source: United States Department of Commerce, Survey of 
Current Business. 


to the United States for interest and dividends on capital 
investments were 731 millions. (See table 78.) The 
latter figure represented a 10 per cent increase over 1950 
remittances. In addition to payments made to the United 
States, similar transfers took place during 1951 with 
Europe, estimated at 80 million to 100 million dollars, 
but the latter have been decreasing in recent years. Thus, 
the problem of servicing foreign private capital is essen- 
tially a matter of dollar transfers. 

A substantial part, some 40 per cent, represents the 
yield on North American investments in Venezuela, prin- 
cipally petroleum. The remainder is distributed among 
Brazil (11 per cent), Cuba (10), Chile (7), Mexico (6), 
Peru (5) and others. The importance of these payments 
varies as between the different countries. Venezuela, for 
example, has been able to meet them without impairing its 
exchange position, whereas in Brazil, Chile and Peru their 
relation to total dollar income is one of the factors con- 
tributing to insufficient reserves. 

The increase of foreign investment income has been 
closely linked with the rise in international raw materials 
prices observed since 1950, and to a certain extent it has 
therefore fluctuated proportionately with the total value 
of exports. This relationship, however, has not been so 
direct for such countries as Brazil and Mexico, where a 
growing proportion of external capital is being invested 
in manufacturing industries. 


5. LONG-TERM CAPITAL MOVEMENTS 


In view of the common deficits on current account, 
arising out of special factors existing in 1951 and 1952 
(although not necessarily unconnected with tendencies 
observed in previous years), long-term capital move- 
ments failed to provide Latin America with sufficient 
foreign exchange to achieve an equilibrium in its balance 
of payments. While this is generally true, it is even more 
applicable to those countries which, in recent years, have 
experienced great difficulty in settling large dollar deficits 
without adequate reserves or sufficient convertible balances 
obtained from trade with Europe or other countries. 
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Table 79. Long-term capital movements from the United States to Latin America, 1947-51 
(Millions of dollars) 


1947 1948 1949 1950 1951 1952 
1. Private long-term U.S. capital: 
New direct private investments *......... 342 293 365 130 187 244 
Other private long-term investments...... —T3i” —46 > 19 =o —29 —34 
Net movement 269 247 346 103 158 210 
2. Export-Import Bank 
Disbursements: cep etee acl ere ita euriee ll 59 i 74 S83 —100 
Repayments crate sirarecita etl siete ene —29 si) —34 —46 —39 —44, 
Net movement 46 28 43 28 =e 56 
3. International Bank for Reconstruction and 
Development 4 
Disbursements amet. 7- seeks real = = 36 39 57 66 
Repayments ast enter acer = = = = = =a 
Net movement = = 36 39 57 65 
4. Net movement of Latin-American long-term 
capital aunthrthesU iS. 2m so. pyar 4 —10 —4 Sail! ae) = 
Net long-term capital movement to Latin America 
(T—aitnclusive) rates oe etka do orate ee 319 265 421 139 204 323 


Source: United States Deperenon! of Commerce, Survey of Current Business. 
s to U.S. controlled Latin-American operators, amounting to the following: 


* Excludes sales of vesse 


1947 
Wo\Panama sj, temy-se/ts tie aictoeceniare sie ereetaate 110 
To Honduras jae 6 420 soa cab if 
117 


> In the absence of specific data, this was estimated as the difference between the reported flow of direct investments 
and balance of payments figures for total private long-term capital. 
¢ Excludes 92 million U.S. dollars transferred to Argentina to assist in the liquidation of part-due dollar obligations 


to Uz S. commercial creditors. 


4 Includes a sum in Canadian dollars and other currencies. 


Latin America’s total current account deficit with the 
rest of the world in 1951 amounted to over 750 million 
dollars. This was largely covered by a reduction of some 
300 million in monetary reserves and of the increase in 
short-term debits, while net receipts of long-term foreign 

- capital from various sources contributed 450 million 
dollars. Capital inflow from the United States or other 
areas with available dollars amounted to some 380 million 
dollars, and at the same time there was a net income of 
70 millions from other sources. After discounting amorti- 
zation, most of the net receipts of United States capital 
(including investments by the International Bank for 
Reconstruction and Development) consisted of private 
capital, since official and international sources together 
accounted for only 55 million dollars. (See table 79.) 
Net private capital receipts of 158 million dollars were 
590 millions less than investment income and dividends 
paid to the United States by Latin America in that same 
year.* Thus, from a balance of payments viewpont, it is 
quite clear that private external capital does not con- 


8 This figure of 450 millions includes more than 150 millions of 
reinvestments, which in reality do not represent availabilities out- 
side the region. 

4 This does not include reinvested earnings. 


1948 1949 1950 1951 1952 
23. 64 61 1 = 

D) hes ie es rr. 

25 64 61 1 = 


tribute to Latin America’s net foreign-exchange receipts 
a fact amply illustrated in 1951 when 70 per cent of the 
dollar deficit represented profits and interest on foreign 
capital. 

Varying tendencies were observed during 1952. There 
was a total of new United States private direct investments 
of some 250 million dollars; thus, with the increase in loans 
by the Export-Import Bank and the International Bank for 
Reconstruction and Development, the aggregate long-term 
capital movement from the dollar area to Latin America 
was more than 50 per cent higher than in 1951. 

Naturally, the importance of private foreign capital to 
Latin America’s economic development cannot only be 
gauged from the total net inflow of funds. It is also 
necessary to take into account reinvested earnings, which 
have reached appreciable levels in recent years. Re 
invested earnings of North American capital provided 38 
per cent of the total increase in investments between 
1946 and 1951, and 57 per cent in a single year, 1951. 
The appreciable growth of direct investment in manu 
facturing industries (now accounting for 18 per cent of 
total United States private investments in Latin America 
was due in part to reinvested earnings which could not 
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Table 80. United States direct private investments in Latin America, by economic activities, 


1949-51 
(Millions of dollars) 


Manufac- Mining and Petro- Distribu- Agricul- Public Miscella- 
turing smelting leum » tion ture utilities neous Total 
1949 
Net capital movements..... = 36 294 14 12 9 365 
Reinvestments............ (a 10 26 12 a 7 10 136 
Toran 71 46 320 26 : 19 19 501 
1950 
Net capital movements..... 33 24 —5 32 =_ 20 26 191 
Reinvestments........... 55 5 —5 13 1 4 3 76 
Tora. 88 29 —10 45 1 24 29 267 
1951 
Net capital movements..... 83 56 —49 AT 34 sili! 26 187 
Reinvestments........... 90 38 4 83 4 29 3 3 6 252 4 
Loran eis 94 34 76 37 —8 32 439 
1946-51 
Net capital movements..... 206 145 694 172 59 —34 115 1,405 ° 
Reinvestments ®.......... 378 53 184 88 94, 65 32 863 ° 
Toran 584 198 878 260 153 31 147 2,268 ° 


Source: United States Department of Commerce, Survey of Current Business. f 
Note: ‘‘Reinvestments” represent the undistributed proportion of the net earnings of foreign subsidiary companies. 
The undistributed portion of branch company earnings is included in the flow of capital from the United States to Latin 


America. 
® Included under ‘‘Miscellaneous.”’ 


b “Net capital movements” preclude sales of vessels to U.S. controlled Latin-American operators. 


(Seenote®, table 13.) 


° The total is not equivalent to the sum of the separate items, due to subsequent revision of the former. 
_ 4 Includes “other” changes, amounting to 33 million dollars, under “Mining and smelting”, and 7 million dollars 
in the petroleum industry. These changes consist mainly of adjustments in book values, such as write-ups of assets 


or losses on liquidation. 


© Also includes ‘‘other’’ changes, amounting to 12 million dollars during the period 1946-49. 


remitted abroad because of the lack of exchange and 
trictions imposed on its transfer. New investments 
counted for about half of the increase in this sector 
ring 1951. (See table 80.) Reinvested earnings played 
important part in Venezuela’s petroleum industry, and 
fact accounted for the entire net capital increase during 
51. 

The value of total United States private direct investment 
Latin America in 1952 will also depend to a large extent 
the effect of restrictions on income remittances; the 
arp decline in investment income payments in 1952 
iy have resulted in a corresponding increase in re- 
restments. 

Countries experiencing a major increase in North 
nerican private investment during recent years were 
azil, Chile, Cuba, Mexico and Venezuela. But while 
w net investments, that is, excluding reinvested earnings, 
ve been nil or negative in Venezuela since 1950 (fol- 
ving the peak investment period in petroleum during 
46-49), they have grown in the four other countries. 
1951, 20 million dollars of United States capital was 
thdrawn from Venezuela, whereas in Brazil, Chile, Cuba 
d Mexico there was an aggregate increase of 188 
llions, representing the total net expansion effected in 
of Latin America. (See table 81.) In 1950, only 130 
Ilion dollars of new United States capital had been 
yested in these countries. The greater part of the in- 
sase in Brazil and Mexico was directed to manufactur- 


ing industries, whereas it was applied to mining in Chile 
and other activities in Cuba.® 


United States Government loans from the Export-Import 
Bank have made important contributions to certain basic 
sectors of the Latin-American economy, especially electric 
power and transport. However, the utilization of long- 
term loans by this bank, excluding repayment, was less 
in 1951 than in 1950, with the exception of a 92 million 
dollar commercial loan granted to Argentina. In con- 
trast with the 37 millions disbursed (see table 79), it 
should be noted that amortization of earlier loans 
amounted to 39 million dollars in 1951. During the first 
nine months of 1952, the movement of Export-Import 
Bank funds was slightly higher, becoming considerably 
greater by the final quarter, to reach 100 millions for the 
whole year, excluding amortization. At the end of 1952, 
379 million dollars had already been authorized, although 
their disbursement was subject to pending negotiations 
or delays in the delivery of electrical and transport equip- 
ment. Among important operations by the Export-Import 
Bank, a mention must be made of the loans of some 56 
million dollars to Mexico for railway rehabilitation and 


5In 1951, according to official sources, aggregate United States 
capital invested in Latin-American manufacturing industries was 
1,017 million dollars, compared to 433 million dollars for 1945. This 
constituted a greater increase than that in other sectors of economic 
activity. 
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Table 81. New movements of United States direct private capital to Latin 
America, by countries and economic activities, 1949-51 


(Millions of dollars) 


LEER 
Public 
Mining utilities, 
Years Manufac- and Petroleum distribution Total 
turing smelting and 
others 
Ly Venezuclac. tsa oct ehree 1949 a 15 218 5 245 
1950 3 18 —19 8) 1 
1951 3 12 —A2 i —20 
2. "Brazal W tysgeteryocsens, cateleaeds 1949 13 1 18 -1 31 
1950 13 1 6 4 24 
1951 57 * ie 22 17 96 
3s GChilesec cant Gecasaires 1949 ae 21 3 24 
1950 3 13 ti 23 
1951 1 38 5 44 
4: Mexico wins 2.5 Seto «eoreais 1949 —7 —4 1 ie —8 
1950 10 —ll il 17 17 
1951 24 —3 ii 28 
Soy Gubarnseit rere cin mereaior 1949 fail i ooh —2 —1 
1950 Ps b 1 13 16 
1951 3 b 4 13 20 
63: Others Snr fess erences 1949 1 2 77 —6 74 
1950 2 3 45 —7 43 
1951 =i 7 —21 37 18 
TotaL®* 1949 14 36 294, 21 365 
1950 33 24 —5 78 130 
1951 83 56 —49 96 186 


ee _.__ ae 


Source: United States Department of Commerce, Survey of Current Business. 
a Excluding sales of vessels to United States-controlled Latin-American operators (see note * 


to table 79). 
> Included under ‘‘Others’’. 


° The sum of the individual country entries in mining and smelting, petroleum and other activi- 

ties does not equal the area totals for those industries, because country detail has been combined 

in some cases to avoid showing figures for a single company. For example, the 

disinvestments in “‘other”’ activities of “‘other’’ Latin-American countries, shown in the table, consist 
mainly of an outflow of capital from the Peruvian petroleum industry. 


? 


under ‘‘Others 


of 150 millions to Brazil for electric power, manganese 
mines, railways and other purposes. 

The International Bank for Reconstruction and Develop- 
ment continued to provide long-term capital for basic 
development in different Latin-American countries. Its 
total loans to Latin America by the end of 1952 amounted 
to 364 million dollars, about one quarter of the Bank’s 
total operations since it was established in 1946. (See 
table 82). These loans were distributed among nine 
Latin-American countries, and almost 75 per cent of the 
sums authorized were directed towards increasing electric 
power. Most of the remainder has been utilized for road 
construction, railway rehabilitation and agricultural mech- 
anization. By the end of 1952, there still remained an un- 
disbursed total of 157 million dollars. Funds actually 
utilized amounted to 57 million dollars in 1951 and 66 
millions in 1952. (See table 79.) 


6. BAsic PAYMENTS PROBLEMS IN LATIN AMERICA 


The situation in 1951 and 1952 again emphasized the 
basic disequilibrium of Latin America’s balance of pay- 
ments, caused partly by the inconvertibility of European 
debits to leading South American countries and partly 
by the effect of development programmes (with their 
inherent inflationary tendencies) on imports from the 
dollar area, especially the United States. Neither the free 
exchange surplus obtained in some years from trade with 


other areas of the world, nor the income from priv. 
capital or loans, fully compensated the United Sta 
current account deficit. While, there was an inflow 
some new capital, there was, also some measure of E 
pean and North American disinvestment; indeed, t 
caused the net volume of long-term capital moving 
Latin-America to be less than the annual servicing 
invested capital. Thus, the burden of any sharp 
equilibrium in the balance of payments, such as occurr 
in 1951 and 1952, must fall on monetary reserves 
the limited possibilities for short-term credit. These 
years, during which there was also a considerable sho 
age of free exchange in European countries, have dem 
strated Latin America’s declining prospects for m 
taining a current account surplus with Europe. Th 
prospects, moreover, depend on changes in Europe 
import policies, or in United States policies of aid 
Europe, through dollar payments for European impo 
from other areas of the world such as Latin Americ 
During the past two years, the quantum and value 
exports to the United States, almost the only availab 


® European payments to Latin America with Marshall Plan doll: 
represented an important factor in the balance of payments f 
1948-49. In this connexion, and as regards the general post- 
situation, see the joint ECLA/ECE Study of Trade between La 
America and European, chapter I (document E/CN.12/225, Unit 
Nations Publications, Sales No.: 1952. II.G. 2). 
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Loans to Latin America authorized by the International Bank for Reconstruction and 


Development * 
(Millions of dollars) 


Total b 


1947 1948 1949 1950 1951 1952 ips Utilized Balance 

To Latin America: 
Bragile ters rs s.s sas = = 75.0 15.0 1520 Bieo 142.5 95.9 46 .6 
Chilo Aire yes 2scie - 16.0 = - 1.3 - ilies) 12.6 4.7 
Colombia S70. - 2 =... = = 4.9 6.1 18.9 25.0 55.0 22 32.3 
E] Salvador........ = = 12:5 = = = 1265 7.6 4.9 
Mexico).cc ctocsiers sors - = 24.1 36.0 - 29.7 80.3 47.8 32.5 
NicaragMal -ccrsia.s «15.0 - - = = 5.3 - 5.3 2.8 2.5 
Paraguay, pc.c\.3 63 = = - = 5.0 = 5.0 = 5.0 
Berihiarieee cececison « - = - - - 3.8 3.8 0.7 aint! 
LUT aES bo CrEO eS 3 - = = 33.0 - - 33.0 7.4 25.6 
Total to Latin America - 16.0 116.5 90.1 45.5 96.0 354.7 197.5 157.2 
Total to the world..... 492.8 32.0 199.9 279.2 228.5 261.0 1,493. 996.5 497 .0 


Source: International Monetary Fund, International Financial Statistics. 


a Current total less cancellations. 


> The total does not correspond to the sum of individual years owing to cancellations. 


ns for obtaining exchange for imports, were affected 
market and price fluctuations resulting mainly from 
tively abrupt changes in raw materials stocks, or 
n rearmament policy. It is nevertheless clear that 
orts to Europe are limited by bilateral payments prob- 
s and by European exchange shortages, which might 
iny time require the application of radical measures. 
pite European efforts to regain their former position 
uatin-American markets, amply illustrated by the in- 
ise in Germany’s exports during 1951, the prices of 
in-American products imported from Europe are gen- 
ly higher than from the United States, and there are 
blems resulting from Europe’s policy of supplying 
sterling area and of giving a new stimulus to rearma- 
it, 

. substantial share of the increase in Latin America’s 
1etary reserves, by the end of 1950 and the first half 
1951, resulted from an improvement in the region’s 
ns of trade, without any appreciable increase in the 
ort volume. The quantum of United States imports 
n Latin America has in fact decreased since the end 
he Second World War, not only as regards the total 
ume but also in ratio to the gross national product. 
artial cause for this structural change is the stationary 
Jency of Latin America’s exportable production. Most 
Latin America’s exports to the United States consist 
ropical foodstuffs, industrial raw materials being im- 
tant for only a few countries. The production of 
dstuffs, coffee in particular, has not varied substantially 
elation to pre-war levels. In other cases the consump- 
| capacity of the North American market is limited. 
ilar circumstances have been observed in European 
ntries, where they are aggravated by the dollar short- 


age which compels Europe to restrict as much as possible 
its imports from Latin-American free-exchange countries. 
At the same time, Europe was unable to maintain its 
imports from the other group of countries in the region, 
in part owing to the lack of exportable meat and wheat 
from Argentina. 

The main problem, and one increasing in importance, 
is to determine whether Latin America’s monetary reserves 
—in view of the balance of payments conditions described 
above—are adequate to meet the types of fluctuations 
observed in recent years. By mid-1952, among the coun- 
tries whose trade is largely covered by bilateral payments 
agreements, except Peru, net gold and dollar reserves were 
lower or only slightly higher than in 1948, when they 
reached their lowest level since the Second World War. 
Because of the rise in import prices since the end of the 
war, especially from the end of July 1950, it is evident 
that the level of reserves in terms of purchasing power is 
hardly adequate for this group of countries (including 
Argentina, Brazil, Chile and Uruguay) to meet the ap- 
preciable decline in foreign exchange receipts from 
exports. Domestic monetary policies have thus tended 
to become less expansionist than in past years. Nonethe- 
less, it seems unlikely that there will be any substantial 
relaxation of the import controls used to ensure that the 
composition of imports is compatible with economic 
development programmes, unless a far-sighted and vigor- 
ous programme for import substitution and export expan- 
sion is adopted. In solving exchange crises, the drastic 
control measures that have frequently been applied during 
recent years, will inevitably continue to play an important 
role. 


Chapter III 


THE COMPOSITION OF IMPORTS AND EXPORTS AND THE TERMS OF TRAD 


1. INTRODUCTION 


The decline of the region’s imports, occasioned by 
balance of payments problems during 1952, reversed the 
rising tendency of the quantum of imports, observed since 
1947-49 in most of the Latin-American countries. In fact, 
having reached, in 1951, a maximum of 7,437 million 
dollars, calculated at 1948 prices, imports returned to a 
more normal level, estimated at 6,754 millions for 1952. 

Purchasing power accumulated throughout 1950-51, as 
a result of development trends and of the uncertain pros- 
pects for future supplies, causing the quantum of Latin- 
American imports in 1951 to attain a hitherto unprece- 
dented level. This situation occurred despite a slight 
deterioration (1.2 per cent) in the aggregate terms of 
trade of the twenty Latin-American countries. This 
factor, together with an almost constant quantum of 


Table 83. 
1947-49 
(millions of dollars 
at 1948 prices) 
TorTaL 6,353.6 
Countries with mining exports....... 2,175.7 
Bolivia, site 0s). aieate merida iW) 
Chiles ain cs er ere 312.8 
Mexico nc. oc cise sees oes 456.1 
Lo) IEA Arne rs SAS ORE ee 157.0 
Venezuela! is Pe cette ottnat iets Uber 
Countries exporting tropical agricul- 
burl products). |e icicsra;e outa ihre 2,420.7 
Brazil ota sateaann ie ar ttertnee 1,136.6 
Colombiartn ceecuitas weeiee irae 289.8 
Copta: Rica's spt a act caters eect 27.8 
Cubass thers nih anrerirecaes 660.8 
Dominican Republic............ 89.1 
Renadors gausimidaes asewactee ee 42.1 
El Salvadori. css sopicerp erases 46.5 
Cuatemalat ys oct. oh nia cnrrnre 50.8 
Halt cst wre daete amteses sate wes eee anne 31.8 
Hondtirasside.cutia aac ce ers 18.6 
Nicaraguatrt <i..rccneingacteronr 16.4 
Republic of Panama............ 10.4 
Countries exporting temperate agri- 
cultural products °...006..00s 1,757.2 
Argentindsitieecp castes wale 1,570.5 
Uiagiiays 3). fnar enarot nce ner 186.7 


exports, generally reduced the capacity of exports to 
for imports by 1.9 per cent. (See plate 34 and tables 
84, and 85.) 


However, the over-all figures show marked differen 
arising from the alterations in the individual position 
many countries. The new maximum, which Latin-Am 
ican imports reached in 1951, representing an increase 
22.8 per cent over the already high average of the qu 
tum for the period 1947-49, was primarily due to 
growth of imports in Brazil, Cuba, Mexico and Urugu 
(See plate 35.) Although on a smaller scale, Pe 
Ecuador, Chile, the Central American republics and 
Republic of Panama, the Dominican Republic and H 
also contributed to this result. On the other hand, contr 
tions in the volume of imports were observed in Argenti 
Venezuela and Bolivia. 


Latin America: Quantum of exports, by countries * 


1950 1951 1952 
(1947-49 = 100) 

102.8 102.0 87.8 
TTT 118.9 123.8 
98.2 104.7 104.5 
89.1 92.7 99.9 
118.2 109.7 109.2 
119.4 125.5 135.0 
114.4 130.3 136.5 
90.1 JBI E 83.8 
82.8 89.2 65.9 
92.6 102.0 102.9 
92.1 86.8 ae 

93.1 100.8 92.9 
105.9 111.6 125.6 
134.5 101.5 135.4 
108.2 96.3 90.3 
92.8 89.0 108.6 
103.8 99.8 101.4 
106.0 99.6 5c 

128.2 140.0 35 

90.8 103.9 120.2 
110.2 89.8 48.9 
108.9 90.1 40.8 
LITO 88.1 117.2 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 


statistics, 


* The countries were classified according to the structure of their exports and not necessarily 
according to the gaa features of their domestic economy. 
al 


> Provision 


estimates based on partial data. 


° Excluding Paraguay, for which no data were available. 
Note: National export statistics often adopt arbitrary valuation methods for certain commodities, 


articularly bananas and certain minerals. 


Although it is evident that the 


rices of commodities 


in this category are under-valued, the actual value is not known and the official figures are thus used 


in the above table. 
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Plate 34 


LATIN AMERICA: QUANTUM OF EXPORTS AND IMPORTS, 
TERMS OF TRADE AND CAPACITY TO IMPORT 


Indices of the quantum of exports and Quantum of exports by zones 
imports, the terms of trade and the 
capacity to import 
1947-49 — 100 Thousands of million dollars at 1948 prices 
(Semi-logarithmic scale) 
70 


LATIN AMERICA. TOTAL 


60 
EXPORTS 


MINING COUNTRIES 
sO 


COUNTRIES WITH TROPICAL 
25 AGRICULTURE 


IMPORTS 


20 


Fae ae, 


TERMS OF TRADE 


COUNTRIES WITH 
TEMPERATE AGRICULTURE 


CAPACITY 
TO IMPORT 
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Plate 35 


QUANTUM OF IMPORTS BY GROUPS AND BY COUNTRIES 
IN LATIN AMERICA, 1947-52 
Millions of dollars at 1948 prices 


(Semi-logarithmic scale) 
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Table 84. Latin America: Terms of trade and the capacity to import 


(1948 = 100) 
Terms of trade Capacity to import * 

1947 1949 1950 1951 1952> 1947 1949 1950 1951 1952> 
EOE PATIENT UED oe. 0,01 afo'e 6.2 sisho.c1sie sie 99°54 99°64 115.8) 193.6 117.8 99.8 ~89.3 119.3 216.1 93.9 
PAR POU riaetentstett/o's ara clawsVaic, «[-terei dere OTROMGS Ol el aeOr Oe © Otel) LIS .g 66063 = 10.4 95052) 26.1 
BETES cenicn cane ets GAeeOD Gar OO 2 OOn lee LOL. 2 ae ie Ome OU). ome oo). Lame oe 
Brazil ita sie beeie os siete sae. cis ciseie. 5 106.3 109.7 180.9 181.4 177.4 106.7 98.7 145.1 156.2 143.6 
Chile sy aaye rosie warsisiygleisis we simian 95.6 100.2 113.2 123.9 132.8 90.7 90.0 95.7 109.2 125.9 
Colombia ers .« wjcmctelnss  eleisisitea tte 97.6 118.8 167.8 151-8 147.6 96.5 121.8 156.2 155.9 15).4 
(asta ica ts of). 2 okie. sl sneer OOK 2G LoO.An i252 5. 80.8 110.2 130.6 135.3  .. 
CUED bootecnmmpanoneaosamaaae cnc 115.2 107.0 124.4 120.0 104.4 108.5 91.0 107.8 112.7 107.9 
Dominican Republic............... 95.0 88.0 110.4 117.6 109.8 99.7 128.3 144.4 .. 
CUAGOMs 6 ctors.s. visio. 6 glvisie vis so ce syn ele UWS 9653) TAT 4 USES oo. 110.5 79.5 128.5 128.4 
MUP Sal wad ore te c\s ieisicgs + <sipvoled sieie « 99.4 112.4 160.8 194.2... 95.9 129.6 180.7 194.2 
Cuateniala Bae «erento jens < Sebleueterere S TOPE OmeITCe 2) 168 lela? 250 a 116.5 112.3 158.0 160.1 
RET oe .dS RAS OemT Ian OMDB OBOE ocr 98.2, 108.2 143.1 173.5 103.3 111.7 152.7 178.2 
ON GUEAS aise «,s.o0e « <)stels.2. sists nena LOT MOT LEZ co) 13626) p-.. 94.9 111.5 116.3 132.6 .- 
IMI EKA CD crork fo lso- = cro ayeisiec# ales oysleni ere) OGneOo 2m os le ELOs te O72. (8928 9993.2) 107.9) LO 10227, 
INICAT EPMA Ie a eles tests, + Sslninssslere 99.9 105.0 149.3 169.2 .. TOs oo. 2) ehiO. 2 210eG mae 
REGU tee entre. on ae nora «s,s, « ett taere 142.6 112.5 132.6 128.3 107.5 138.5 114.5 156.7 157.8 121.2 
Republic of Panama............... O14 116.0" 124.7 112.7 ©. O2n 108m) TO ia ae 
WIE GE Ua yecinse lenaiehecrtete the chss0 o4 osteo 10.3 94.5 141.0 155.1 81.4 97.9 111.3 176.1 143.8 72.9 
Wenezirelarne si seteiereria(: «cfels fects Vie melOlelesL0s.6 99235) 965910 169769999872, 115.6 123.977 1300 


Source: Compiled by the Economic Commission for Latin America, based on official statistics. 
a In reality, this represents “the capacity of exports to pay for imports”, in accordance with the concept used in 
Prevcus Economic Surveys and defined as the product of the terms of trade for the quantum of exports. This criterion 
iffers from that in part I of this volume, which includes other sectors of the balance of payments. 


> Provisional estimates based on partial data. 


For exports, similarly, the high levels recorded in 1950 
d 1951 were not attained in 1952 when the quantum 
clined by approximately 15 per cent. This reduction 
as principally caused by the severe drought then pre- 
iling in Argentina, which practically suspended all 
real exports from that country. Further factors were 
wer sugar exports from Cuba and reduced cotton and 
cao exports from Brazil. Since these three countries exert 
msiderable influence upon the level of total Latin- 
merican exports, it is not surprising to note the down- 
ard trend in plate 34, both for the total and for the 
‘© groups of countries with tropical and temperate 
imates. In contrast, both the relative and absolute posi- 
yn of exports from mining countries improved during 
52. A similar situation had occurred in 1951, although 
a less intense degree. At that time, the slight contrac- 
mn in the quantum of total exports from the region was 
ainly caused by the decline in Argentina (17.3 per cent) 
addition to a reduction of Mexican exports (7.2 per 
nt) and of some other countries, whose share in the 
tal is relatively unimportant. However, with the excep- 
om of Argentina, Brazil, Chile and Uruguay and a few 
her countries with a reduced volume of exports, the 
51 figures were higher than the average for 1947-49. 
1 some cases, such as Venezuela, Peru, the Dominican 
epublic and Nicaragua, substantial increases were ob- 
rved both in relation to the above-mentioned average 
id to the 1950 level (see table 83). Broadly speaking, 
those countries where mining (including petroleum) is 
prominent activity, the quantum of exports has shown 
rising tendency; in 1951, it was 18.9 per cent above the 
47-49 level (see table 83 and plate 34). On the other 
ind, a downward tendency was noted, as compared with 
47-49, in the republics where agricultural products 


are the main exports, 10.2 per cent for countries with a 
temperate climate and 4.3 per cent for those in tropical 
areas.? 

The fluctuations of the terms of trade in the various 
countries also differed, owing to the influence of certain 
products, the prices of which determined the fluctuations 
of that coefficient. Basing the comparison on the year 
1948, as was done in table 84 and the charts on plate 36, 
it will be seen that, since 1950, when a peak was reached, 
the terms of trade have been steadily deteriorating for 
Latin America as a whole. According to provisional and 
incomplete data, in 1952, they were 1.6 per cent below 
their 1951 position and 3.5 per cent beneath the afore- 
mentioned peak. 

More complete statistical material is available for 1951, 
and it shows that, in the majority of countries in the 
region, the terms of trade were more favourable than that 
in the preceding year (see table 84 and chart 36), and 
much more satisfactory than the average for 1947-49. On 
the other hand, the Argentine coefficient dropped by more 
than 20 per cent in 1951 and by almost 50 per cent in 
1952, following the trend observed since 1949. In fact, 
in 1952, this tendency was 48 per cent below its 1948 
level. This decline, and the comparatively smaller deterio- 
ration in the terms of trade of Venezuela, Peru, the Repub- 
lic of Panama and Cuba, brought about, in 1951, an 
ageregate deterioration of 1.9 per cent for Latin America 
as a whole. The unfavourable tendency observed in the 
above-mentioned four countries was primarily due to the 
influence of higher import prices, which rose more rapidly 
than those for exports. However, in 1950, the influence 
of these factors was adverse. As a result of the drop in 


1A detailed analysis of the situation by individual products ap- 
pears later. 
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Plate 36 


TERMS OF TRADE BY COUNTRIES, IN LATIN AMERICA, 1947-52 
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Table 85. Latin America: Quantum of imports, by groups * 


1947-49 1950 1951 1952> 1947-49 1950 1951 1952> 


(millions of dollars at 1948 prices) (percentage of the total) 


‘ TotaL 6,055.1 6,057.4 7,437.3 6,754.5 100.0 100.0 100.0 100.0 
Consumer goods............ 2,209.5 2,299.4 2,757.4 2,426.6 36.5 37.9 ileal 39.9 
Rawanaterialsitat. .c cecietse ss 980.5 1,084.9 Lia Ge) 977.2 16.2 17.9 17.9 14.5 
Fuels and lubricants......... 472.9 536.9 657.6 696.1 7.8 8.9 8.8 10.3 
Capital poods) 0)... 0.0.3 ess DAG Py 2,136.2 2,695.0 2,654.6 39.5 ies 36.2 39.3 


Source: Compiled by the Economic Commission for Latin America, on the basis of official statistics. 

« The f.o.b. values indicated in official statistics from Cuba, the Dominican Republic, Honduras, Guatemala, Nicaragua, 
che Republic of Panama, Bolivia, Ecuador and Venezuela, were transformed into c.i.f. prices by using the weighting 
factors published in International Financial Statistics (International Monetary Fund publication). Paraguayan imports 


ey 


were not included as the figures were unavailable. 
> Estimates based on partial data. 


port prices for that year and the general increase of 
ort prices, the terms of trade were 14.1 per cent 
re favourable to Latin America than in 1949, and 14.0 
- cent higher than the average for the period 1947-49.? 
As compared with the two preceding years, preliminary 
imates for the 1952 quantum of imports show changes 
the respective share of the different groups, emphasizing 
- increase of capital goods at the expense of consumer 
ods and raw materials, these fluctuations resulting 
neipally from the influence exerted by Brazil. The 
pest reductions in consumer goods were those of 
tiles, ready-made clothing and motor vehicles, although 
ports of each of these clases remained above their 
47-49 positions. The most striking contraction in raw 
terial imports were those of textile fibres and yarns, 
a result of which the 1952 figure was below that of 
ir 1947-49 level. As these groups declined, substantial 
reases occurred in fuel imports and those of certain 
es of capital goods. 

The substantial volume of imports for 1951 did not 
satly modify their composition nor structure. In that 
ur the distribution of purchases abroad by groups 
sely resembled that of the period 1947-49 (see table 
and plate 34), although an increase was observed in 
share of consumer goods and a decline in the imports 
capital goods. A similar situation had occurred in 
course of 1950. 

In some countries, the apparent exhaustion of the 
ssibilities of substituting imports of consumer goods by 
mestic production (at least until further changes are 
ected in the productive structure) to a certain extent 
-ounts for this position. The need to maintain a min- 
um of consumer imports decisively influenced the 
ease in the proportion of this group to total imports. 
compared with 1947-49, foodstuffs in 1951 and 1952 
¢ by 39.7 and 27.0 per cent respectively (see table 86), 
sorbing, during these two years, a total of 18.3 per cent 
the quantum of imports, wheat representing one-quarter 
reof. Imports of textiles and pharmaceutical goods 
srted heavy pressure on Latin America’s capacity to 
port (7.5 per cent of the total), particularly in coun- 


This should not obscure the fact that the terms of trade have not 
reached the levels recorded in the first decade of this century, 
sr having been extremely low during the greater part of the 30’s 
| 40’s. Assuming that 1937 equals 100, the highest level of the 
t-war period (133.8) is only slightly above the levels for the 
iod 1901-05, and 1906-10, which were 130.6 and 131.9, re- 
ctively. However, by 1952, the earlier improvement had disap- 
red, the indices for that year being only 129.1 in relation to 1937. 


tries where domestic industrial development was weaker, 
although the total volume of imported textile manufac- 
tures was 24 and 28.7 per cent lower than the average 
for 1947-49. Increases in other less essential goods, such 
as motor vehicles and domestic appliances—which have 
a high income-elasticity of demand, and imports of which 
rose 54.7 and 25.8 per cent over the 1947-49 level, and 
91.7 and 29 per cent above the 1950 level—accounted 
for an increasing proportion (7.2 per cent) of Latin- 
American imports, despite the restrictions normally en- 
forced by certain countries in the region. In Latin Amer- 
ica, these goods are generally in short supply, so that 
great advantage is customarily taken of favourable periods, 
in order to devote more foreign exchange to their acquisi- 
tion. Hence, owing to the decline which occurred in 
1952, imports of such goods have been drastically reduced, 
falling to a level well below that of the preceding year, 
although slightly higher than during 1947-49. 

Raw materials gradually rose in proportion to total 
imports (18 per cent in 1951, against 16 per cent in 
1947-49) as a result of the progress of industrialization. 
Raw materials were also strongly influenced, particularly 
in 1951, by the high rate of forward-purchasing caused 
by the fear of a general shortage. Thus, in 1952, sharp 
reductions may be observed in the volume of raw ma- 
terials, while their relative position declined to 14.5 per 
cent of total imports. Expansion of this group as a whole, 
in relation to 1947-49, was 35.4 per cent. Chemical prod- 
ucts, specifically, rose 65.7 per cent. Conversely, textile 
fibres declined 9.4 per cent in volume as compared with 
1950 imports. However, the decreases noted in 1952 
affected chemical products and yarns, principally, and to 
a lesser extent, textile fibres. 

Fuels, mainly petroleum and its by-products, in 1952 
accounted for 10 per cent of total imports, that is, slightly 
more than in preceding years, while their volume was 47.2 
per cent higher than 1947-49 and 29.7 and 5.8 per cent 
higher than 1950 and 1951 respectively. While certain 
countries remained unable to develop their own fuel 
resources more rapidly, industrialization, transport and 
the requirements for electric power will continue to exact 
a high rate of liquid fuel imports. 

In 1951, greater imports of consumer goods, raw ma- 
terials and fuels caused a slight reduction in the propor- 
tion of capital goods as compared with 1947-49, although 
there was an appreciable expansion (12.7 per cent), in 
absolute terms, in relation to the earlier period. During 
1952, the situation was reversed. Imports of consumer 
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Table 86. Latin America: Quantum of selected imports 
Se a ee eee eee 


1947-49 1950 1951 1952* 
(millions of dollars 
at 1948 prices) (1947-49 = 100) 
Toran 6,055.1 100.0 122.8 111.6 
Consumer: 20038 ae tar-ttatiteiaeree 2,209.5 104.1 124.8 109.8 
Woodstuffs coy. 2cte cracere oil ersten 973.9 120.5 139.7 127.0 
Pharmaceutical goods and toilet 
RinntAlalone od ooo bee hogoGocuC 121-1 134.9 184.3 150.3 
Textiles and clothing........... 443 .8 81.8 76.0 71.3 
Motorivehieles acs. reser 181.5 80.7 154.7 106.7 
Domestic and miscellaneous 
appliancesreserertmieisertiter ett 203.8 97.5 125.8 110.0 
Raawmatencalsererten terre cet eileioror 980.5 110.6 135.4 99.7 
Dextile ibresaeec ec eee 88.7 119.5 108.3 90.1 
NY Arnis eh res. euoitiasevnate sears ata iee 141.7 85.7 110.0 69.8 
Chemical products............. 272.4 122.2, 165.7 114.5 
Ha el 5 Sortrekaptcteie so jctel edad na era ahome 472.9 TTS x0: 139.1 147.2 
Capital goodsit)...5...45--- satteats 2,392.2 89.3 IER 111.0 
Building materials.............- 230.0 97.7 116.7 94.9 
Other materials).0)-- stesso tet 463 .3 98.5 112.5 87.2 
Agricultural machinery and 
OQUIPMENL sarstels yates terete ete leke VT .2 123.8 130.7 122.6 
Transport and communications. .. 575.8 73.6 111.9 242.2 
Industrial and others........... 1,005.9 88.1 110.1 113.1 


Source: Compiled by the Economic Commission for Latin America, on the basis of official statistics. 


* Estimated on the basis of partial data. 


goods and raw materials declined while the relative posi- 
tion of capital goods remained equal to that of 1947-49. 
Although the quantum of capital goods was slightly lower 
than in 1951, it stood 11 per cent higher than the 1947-49 
average. 

The per capita import growth was equivalent to 5 per 
cent, pointing clearly to the general trend of Latin- 
American economic development policies, despite the 
limitations imposed by a somewhat restricted capacity to 
import as compared with the substantial volume of 
demand. During the past two years, imports of agricul- 
tural machinery transport, communications and industrial 
equipment increased fairly rapidly. However, although 
in 1951 imports of other groups of commodities, such 
as building and other materials, rose above their 1947-49 
level, in 1952 they fell below this level. 


2. COMPOSITION OF IMPORTS BY COUNTRIES 


Although, in Latin America as a whole, the composition 
of imports has not varied to any appreciable degree, 
there are certain outstanding features among the indi- 
vidual countries, which should be mentioned in connexion 
with economic development. Significant changes occurred 


Table 87. 
Average Average 
1937-39 1947-49 1950 


Argentina: Quantum of imports, by groups 


in the composition of Argentine, Chilean, Colombian a 
Venezuelan imports, consisting of a decrease in the pré 
portion of capital goods. In Brazil, Uruguay, Peru ant 
Mexico, quite the opposite tendency was evident. 
Mexico, imports of capital goods now represent almost ot 
per cent of the total quantum of imports. The growin 
importance of raw materials in relation to total import 
may also be observed in Argentina, Colombia ant 
Venezuela, whereas in other countries the proportion @ 
these items has tended to decline. At present, fuels accour 
for a greater part of aggregate imports in Argentina 
Brazil, Chile and Uruguay. In other countries, thei 
total volume in absolute terms has expanded at leas 
proportionately with the increase of total imports. The 
similarities and differences can best be seen by examinin| 
the statistics for each Latin-American country separately 
as shown below. 


(a) Argentina 


The deterioration in the Argentine balance of payments 
and the deflationary measures adopted by the government 
reacted on the volume of imports, which in 1952 declinec 
32.1 per cent, thus reversing the upward trend of 195! 


Aver 


Average age 
1951 1952" 1937-39 1947-49 1950 1951 1952 


(millions of dollars at 1948 prices) 


(percentage of the total) 


Totat 1,330.2 1,401.9 1,019.7 1,183.2 


Consumer goods.......... 534.7 297.4 IPAS 
Raw materials............ 264.7 342.6 301.3 
Fuels and lubricants....... 109.1 147.9 174.3 
Capital goods............. 421.7 612.4 422.4 


Source: Compiled by the Economic Commission for Latin America, on the basis of official statistics. 


803.4 100.0 100.0 100.0 100.0 100.0 


145.6815 | 94.7) 40.2) 20 2ee e119 9 123 ees 
398.6 218.6 19.9 24.5 29.6 33.7 27.2 
198.1 205.3 8.27 10:65°17.1 16.8 992526 
440.7 284.8 31.7 43.7 41.4 37.2 35.4 
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d 1951. During the latter year, although the total 
lume of imports was 15.5 per cent lower than the 
erage for 1947-49 (see table 87), imports of non- 
sential goods appear to have been reduced to a min- 
um, judging by the drop in the proportion of consumer 
ods in relation to the total (12.3 per cent). Thus, in 
52 a lower total volume of capital goods and raw 
aterials may also be expected. 

A marked decrease in the volume of capital goods im- 
rts has been observed. In 1952 and 1951 these items 
presented 46.5 and 72 per cent of the average for 
47-49, the per capita totals being estimated at only 54 
d 66 per cent respectively of the figure for the earlier 
riod (see table 88), that is, equivalent to the level pre- 
iling during the highest three-year period of the pre-war 
ars, namely, 1937-39. However, as compared with 
37-39, there was an appreciable alteration in the struc- 
re of imports. Consumer goods, which in 1937-39 ac- 
unted for 40.2 per cent of the total quantum of imports, 
il in 1952 to 11.8 per cent of that total, while the relative 
oportion of raw materials and fuels increased substan- 
lly. Imports of capital goods also rose in relation to 
tal imports (see table 87), although in view of the 1952 
ntraction of total imports, as compared with 1937-39 
1.1 per cent), the 1952 volume of such goods (in abso- 
te terms) was almost equivalent to that of the above- 
entioned period. 

The main decreases recorded in capital goods in 
50-51, as compared with 1947-49, were those in equip- 
ent for transport and communications, but imports of 
ods for industrial purposes likewise diminished (see 
ple 88). Only miscellaneous materials and agricultural 
achinery showed increases of any importance; the latter 
se 17.7 per cent in relation to 1947-49, and, to judge 
om 1952 figures, this trend represented an improvement 
24 per cent. 


Argentina has become growingly dependent upon im- 
ported raw materials. Their quantum in 1951 was the 
highest recorded, although, to some extent, stock-piling 
against possible future shortages must undoubtedly have 
influenced this total considerably. Imports of raw ma- 
terials in 1951 represented slightly over 33 per cent of the 
quantum of total imports. This figure for the most part 
reflects the country’s need for chemicals which Argentina 
does not yet produce, such as certain types of acid, 
alkalis, essential oils, dyes, pigments, salts etc. Sacking 
for agricultural production likewise remained at a high 
level. In 1951 the demand for rubber was also abnormally 
high, while imports of metal goods increased by 29.8 
per cent. The only sharp reduction occurred in yarns, as 
compared with 1947-49, particularly wool and rayon 
yarns, a similar decline being observed in 1952. In this 
latter year, a downward trend was also noted for sacking, 
paper, chemical products, rubber and metals, thus re- 
ducing the share of raw materials to 27.2 per cent of the 
total quantum of imports. 

Similiarly, fuel requirements weigh heavily upon total 
imports. Their volume, which in 1951 was 33.9 per cent 
higher than the average for 1947-49, eventually accounted 
for 16.8 per cent of the total import quantum, while in 
1952 their share rose to 25.6 per cent of that total. Petro- 
leum imports supply about 60 per cent of domestic con- 
sumption, which at present is severely restricted. There 
is a continued demand for foreign coal, required for 
generating electric power and for the iron and steel and 
metal industries which cannot be substituted as yet. 

The figures for the past few years seem to indicate that 
the possibilities for continued substitution of imported 
consumer goods are gradually being exhausted, at least 
until extensive structural changes have been effected in 
Argentine industry. Cotton textiles of certain qualities, 
motor vehicles and domestic appliances represented more 
than 40.2 per cent of imported consumer goods in 1951. 


Table 88. Argentina: Quantum of selected imports 


Average 1950 1951 1952 
1937-39 1947-49 
(1947-49 (millions of dollars 
=100) at 1948 prices) (1947-49 = 100) 

ToTaL 94.9 1,401.9 Gea 84.4 57.4 
Consumer goods..............+ HUD SE 297.4 40.9 49.0 31.8 
Mm Woodstutls. .. ns dairineate toys 173.0 69.0 55.9 65.1 56.5 
Wextiles,. 92 canvas nosey mares 192.2 99.3 34.9 18.9 9.0 
Motor vehicles............. 129.1 26.8 14.0 113.4 17.9 
Domestic appliances......... 95.0 By e8) 44.4 44.6 39.3 
‘Rawimatertals.. .. asa e ces ee Ulao 342.5 88.0 116.4 63.8 
RV AUS cara, scveccusrvsotey net oey ee 68.0 59.6 48.5 58.4 55.9 
Sacks...... BOE SA oop AC 161.1 22.9 119.6 138.4 30.1 
Woodpulp and paper........ 80.6 56.2 88.8 103.8 76.3 
Chermicalain, «.ac eye ans 67.3 (Doe 99.7 144.6 WOES) 
Rubbersuc... seuseeceeniascn 81.0 A) 140.7 203.0 25.3 
(Metal eierentosnc: srs. 0 Chaereee eI nehs wale 93.7 Die 103.7 129.8 69.0 
vvelse cabo 50, 1 udeloelt Hear 73.8 147.9 117.8 133.9 138.8 
Capital) ca0dss..« manne ee ya 68.7 612.3 69.0 72.0 46.5 
Building materials........... 76.0 57.4 100.0 OD) 61.0 
Other materials.........-...: 74.1 181.6 96.0 102.5 Bg74 

Agricultural machinery and 
Equipment tories ciseach tees 89.5 20.9 114.4 117.7 124.0 
Transport and communications 73.9 151.6 24.5 34.3 23.7 
Industrial and miscellaneous. . 51.6 200.8 64.5 60.2 43.6 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 


statistics. 
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Table 89. Bolivia: Quantum of imports, by groups * 


Average 
1947-49 1950 


(millions of dollars at 1948 prices) 


TotaL 80.9 56.2 
Consumer goods........ 42.0 
Raw materials.......... 12.3 
Puelsy. cents coisas ise 5.3 
Capital goods........... 21.3 


Average 


1951> 1947-49 1950 1951 
(percentage of the total) 

75.3 100.0 100.0 100.0 

42.9 51.9 57.0 

10.8 15.2 14.3 

3.9 6.6 5.2 

IESE 26.3 23.5 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 


statistics. 


® The f.o.b. figures indicated in official statistics were transformed into c.i.f. prices by using the 
weighting factors published in International Financial Statistics, of the International Monetary Fund. 


b Estimated on the basis of partial data. 


The general supply of electrical appliances for domestic 
purposes and of motor vehicles is somewhat deficient. 
There are no immediate hopes of replacing such vehicles 
to any appreciable extent. On the other hand, certain 
special textiles are not produced under optimum condi- 
tions in Argentina. Bearing these facts in mind it is 
obvious why such commodities cannot be excluded from 
the list of imports. Domestic production of other groups 
of consumer goods such as foodstuffs, including tea, 
coffee, cocoa etc., consitituting 30.8 per cent of imports 
of this type, is likewise practically impossible, with the 
exception of tea. 

Consequently, the structure of Argentine imports in 
the recent past emphasizes the difficulties for developing 
the economy, until the capacity to import is raised, since 
the weakness of that capacity obviously diminished the 
level of capital goods imports to a point below that re- 
quired to maintain a high rate of economic development. 
Similarly, the inelasticity of imports will increase in view 
of the need to import more raw materials and fuels and 
the impossibility of further reducing imports of consumer 
goods. 


(b) Bolivia 


From the data available for 1952, it would appear that 
the quantum of imports has continued to diminish, follow- 
ing the same trend as in 1951, when imports were 7 per 
cent lower than for the period 1947-49. The items most 
seriously affected by these contractions were probably 
non-essential articles, such as durable consumer goods and 
certain raw materials, such as textile fibres and yarns. 

The most striking feature of the changes which took 
place in the composition of Bolivian imports in 1951, as 
compared with the average for the period 1947-49, was the 
increase of consumer goods in relation to total imports 
and the reduction in the proportion of raw materials, fuels 
and capital goods. (See table 89.) 

A reduction of 16.9 per cent was observed for all 
capital goods as compared with 1947-49, declining in 
every category, some of which were substantial. (See 
table 90.) These included agricultural machinery and 
equipment (42.9 per cent), other materials (23.8 per cent) 
and transport and communications equipment (23 per 
cent). 

In 1951, a decrease of 12.2 per cent, as compared with 
1947-49, was recorded in raw material imports, of which 
71 per cent was made up of the following three products 
alone: textile fibres (cotton and wool), yarns (cotton and 
artificial silk) and chemical products (mostly dyes, acids, 
salts and explosives). Imports of yarns and chemical 


products increased 35.3 per cent and 18.4 per cent 
spectively, while a sharp contraction took place in textil 
fibres (60.6 per cent). Other raw materials of littl 
relative importance to the total—timber and metals- 
also fell off considerably. 

A downward trend was also observed in fuel import 
consisting almost entirely of petroleum and its by-product 
which decreased 26.4 per cent. 

Despite structural changes which resulted in the relatiy 
expansion of consumer goods, they showed an increase 0 
only 2.1 per cent as compared with the 1947-49 average 
Certain items, such as pharmaceutical goods and toile 
articles, domestic appliances and textile and ready-mad 
clothing improved to some extent. In 1951, food import 
averaged practically the same proportions as in 1947-4 
though from the per capita standpoint they decrease 
somewhat. From the information available, it woul 
appear that in 1952 a marked contraction took place i 
Bolivian imports, owing largely to the reduction in 
volume of goods supplied by Argentina. In 1951, fo 
products, namely, wheat, wheat-flour, sugar and ca 
accounted for 62 per cent of food imports, althoug 


Table 90. Bolivia: Quantum of selected imports 

Average 

1947-49 1951 
(millions of 
lollars at 
1948 prices) (1947-49=106 

Toran 80.9 93.1 
Consumer 2000S..-) en 5. ch eee eee 42.0 102.1 
Foodstuffs... i. 621 1.s\0iesteeeeee eens 22.9 101.3 
ilextilestand clothing. epee eee 9.2 110.9 
Pharmaceutical goods and toilet articles 2.9 113.8 
Domestic appliances... 22 gu... +. ees ial 114.3 
Motor vehicles)... ean eee 0.8 50.0 
Rate materials. a2. «tae eee 12.3 87.9 
‘Textile fbress2)-0c.. hee eee 3.3 39.4 
Yarngs a. 6 odie Bee eee ere Aled 135.3 
Chemical products). ..seemeenter te 3.8 118.4 
Fuels\s cohcseisie cites ok eee Ded 73.6 
Capital goods... 22. .cacee Geemere ares 21.3 83.1 
Building materials. . -s.u uses 2.0 80.0 
Othen materials\s. . ene eee ee Pa! 76.2 
Agricultural machinery and equipment. O27 57.1 
Transport and communications. ...... 6.1 77.0 
Industrial and miscellaneous.......... 2) 90.9 


Source: Compiled by the Economic Commission for Latit 
America, on the basis of official statistics. 
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Table 91. Brazil: Quantum of imports, by groups 

Average Average Average Average 

1937-39 1947-49 1950 1951 1952 1937-39 1947-49 1950 1951 
(millions of dollars at 1948 prices) (percentage of the total) 


Consumer goods...... 
Raw materials........ 


864.9 1,223.5 1,388.8 2,095.4 


362.4 428 .2 490.2 7192.4 
142.7 150.5 190.3 291.3 

87.4 146.8 187.5 247.2 
272.4 498 .0 520.8 764.8 


1952 


1,941.1 100.0 100.0 


617.3 41.9 35.0 
196515 P1655 1223. 
264.0 10.1 12.0 
863.7 31.5 40.7 


35.3 37.8 
eBletinn elias) 
13.5 11.8 
37.5 36.5 


100.0 100.0 100.0 


31.8 
10.1 
13.6 
44.5 


Source: Compiled by the Economic Commission for Latin America, on the basis of official statistics. 


ie volume of wheat and cattle for that year was con- 
derably smaller than in 1947-49. 


(c) Brazil 


During the first half of 1952, Brazilian imports reached 

higher level than during the same period in 1951. 
ubsequently, their trend was sharply reversed and the 
sequent contraction was such that the total volume for 
952 was 7.4 per cent lower than that of the preceding 
sar. Nevertheless, in view of the substantial quantum 
f imports in 1951, the relatively small-scale decrease of 
352 does not appear to have seriously affected the 
sneral acquisition of foreign supplies. 

The quantum of imports in 1951 was the highest on 
cord in Brazil—71.3 per cent above the 1947-49 level— 
ie proportion of consumer goods being slightly higher 
relation to the total and that of capital goods somewhat 
wer. On the other hand, the volume of capital goods 
yse exceptionally, representing 44.5 per cent of all 
nports, while the proportion of consumer goods and raw 
aterials declined. 

In fact, the principal changes in the composition of 
razilian imports took place between 1930 and 1945. A 


comparison between imports in 1937-39 and those in 
1947-49, for example, shows a marked alteration in their 
structure, with a substantial decline in the proportion of 
consumer goods and an improvement in that of capital 
goods (see table 91). 

Notwithstanding the decrease in the proportion of 
capital goods which occurred during the past five years, 
their quantum in 1951 was 53.6 per cent above the 
average for 1947-49. However, in 1952, this tendency 
was reversed, when the share of capital goods rose sharply, 
so that their proportion to total imports was 73.4 per 
cent higher than that of the aforementioned three-year 
period, indicating the degree of domestic investment in 
imported goods (see table 92). In view of the extent 
of this expansion in 1951 and 1952, all the categories of 
goods included in this group showed increases, although 
the most striking of these was that of goods for industrial 
purposes generally and equipment for transport and com- 
munications, building materials and agricultural machin- 
ery and equipment. 

There can be no doubt regarding Brazil’s reliance on 
foreign markets for certain raw materials; however, as a 
result of substantial imports in the course of the past 


Table 92. Brazil: Quantum of selected imports 
Average Average 1950 1951 1952 * 
1937-39 1947-49 
(millions of dollars 
(1947-49 =100) at 1948 prices) (1947-49 = 100) 

VoOTAI Oar Wooo) 113.5 171.3 158.7 
Capital goods: ..../0% ws 21) male 84.6 428.2 114.5 185.0 144.2 
Woodstuits:.7; 5 4ucisact cena 82.8 243 .5 135.7 185.0 149.9 

Pharmaceutical products and 
toilet: articles. c 2h isons «ts 72.0 23.2 209.5 406.5 267.7 
Domestic appliances.......... Sas 50.2 83.1 158.6 115.9 
Motor vehicles yaar aero 34.9 52.6 Dono) 191.2 129.1 
AR LYON YIUCELET UQLS| Osh ser cise Mea as ole a) 94.9 150.5 126.4 193.5 130.3 
(Warns inca ae eer ae. ° 101.8 15.9 87.4 250.3 36.5 
1 SUS ibd ieee Giatael Gives ¢ 64.8 33.0 138.8 ANS 141.2 
Chemical products........... 77.4 56.3 150.4 227.0 148.3 
Metal sielmes) vaste paws ayvaiehetans 117.2 24.5 107.7 119.6 134.7 
Bisel gx Boot) so sttee eRe San aekaaeee 59.5 146.8 UOTE 168.4 179.8 
Capital goods. west ee 54.7 498.0 104.6 153.6 173.4 
Building materials............ 55.3 36.7 94.5 148.5 137.6 
Other materials.............. Testo 86.9 108.6 125.4 L329 

Agricultural machinery and 

CQUIP MCN bale cme evan emaiae es 74.1 14.7 208.2 128.6 171.4 
Transport and communications. 48.5 171.3 83.5 149.2 198.3 
Industrial and miscellaneous... 47.9 188.4 115.8 171355 185.4 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 


statistics. 
8 Provisional estimates. 
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few years—reaching a peak in 1951—these supplies were 
more than adequate. The remarkable volume of these 
imports can be largely ascribed to stock-piling as a 
security measure against an unfavourable turn in inter- 
national affairs. The expansion of yarn imports (over 50 
per cent of which were wool) was particularly oustanding, 
as was that of paper (principally newsprint) and chemical 
products. This last item increased 127 per cent in 
relation to the 1947-49 average. Metal imports, which 
are especially important to Brazil, rose proportionately 
less (19.6 per cent), in view of the continuous increase in 
domestic iron and steel production. 

Fuels and lubricants follow the same trend as raw ma- 
terials, rising in 1951-52 by approximately 70 per cent in 
relation to 1947-49 values. This figure gives some indica- 
tion of the extent and intensity of demand for these goods. 
It should be noted that more than 80 per cent of these 
imports represent petroleum and its by-products. 

The increase of the gross product and the suspension of 
restrictions enabled the quantum of imports of certain 
consumer goods, many of which are essential to Brazil, to 
reach hitherto unrecorded levels in 1951. An increase of 
85 per cent, in relation to the average for 1947-49, was 
noted in the volume of foodstuffs, more than 70 per cent 
of which consisted of wheat. Imports of pharmaceutical 
products (in which antibiotics figure at the top of the 
list) likewise rose exceptionally—306.5 per cent as com- 
pared with 1947-49—with a view to larger reserves of 
stocks. 

Items of a less essential nature, such as motor vehicles 
and domestic appliances, particularly electrical goods, also 
increased substantially. The number of passenger cars 
imported in 1951 was the highest on record. 

In view of these facts, and despite the reduction in the 
quantum of total imports for 1952 referred to above, 
Brazilian imports in general have unquestionably enabled 
domestic consumption to be fully covered and have con- 
tributed both to the country’s economic development and 
to investments. For this purpose, it was sufficient to impose 
certain restrictions on a number of non-essential goods, 
imports of which had expanded remarkably during 1951 
and the first half of 1952. On the other hand, had the 
forces, which in 1952 led to the contraction of imports, 
still prevailed in 1953, supply difficulties would un- 
doubtedly have occurred. 


(d) Chile 


In 1952, favourable terms of trade and a greater ca- 
~ pacity for external payments enabled Chile once more to 
raise the quantum of imports, the level being 6.7 above 


that for the preceding year. During the past five-year 
period, the structure of imports remained fairly stable 
but there was some increase in the share of consumer 
goods during 1952, thus affecting the relative position o 

other classes of goods. 

By 1951, the different groups of imports generally cons 
sisted of essential goods. Their increased volume in tha 
year showed a marked resistance against any attempt toy 
alter the proportion of individual groups in relation to 
total. Indeed, the main changes in the structure of imports) 
had already taken place in Chile prior to the perio 
1947-49. From 1937-39 onward, there was an active 
substitution of consumer goods, which substantially re: 
duced imports of this category, both in absolute term 
and proportionately, to total imports. Simultaneously, i 
ports of capital goods and their proportion to the tota 
rose from 25.1 per cent in 1937-39 to 33.6 per cent im 
1947-49. Hence, in 1952 and 195] their share in total 
imports, as compared with 1947-49, did not vary greatl 
Their volume, however, increased 15.2 per cent and 11.5 
per cent respectively, as compared with 1947-49, prin 
cipally due to greater import facilities. However, only 
three items in the group of capital goods in 1951 showed 
increases of any importance: agricultural machinery and 
equipment (22.2 per cent); industrial equipment (35. 
per cent), and mining equipment (50 per cent). (See 
table 94.) For several outstanding items, such as building 
and other materials, contractions took place. It should 
nevertheless be recalled that, in 1951 and 1952, Chile 
developed its cement and steel industries rapidly, partly 
with a view to the export market. 

Chile must perforce retain a minimum volume of ra 
materials imports which cannot be decreased further 
and which in 1952 and 1951, in fact, showed an in 
crease of 9.8 and 7.4 per cent, respectively, as compared 
with the 1947-49 average. The five principal items 
under raw materials, representing more than 90 pe 
cent of the total, together emphasize the impossibilit 
of any large-scale substitution in the present stage of 
industrialization. These items are: textile fibres, particu 
larly cotton; the yarn required to produce certain types of 
textiles; chemical products, ranging from acids and 
alkalis to dyes and paints; metals, made up especially of 
ingots, rolled products and certain processed forms of tin, 
lead, antimony, nickel, etc.; and lastly newsprint. 

Despite a beginning to domestic output, fuels (petroleum 
and its by-products) must likewise inevitably be provided 
by imports unless domestic demand is to remain un- 
satisfied. The volume of fuel imports was equivalent to 
11.9 and 14.5 per cent of total imports in 1952 and 1951, 


Table 93. Chile: Quantum of imports, by groups 


Average Average 


ag 
1937-39 1947-49 1950 


Average Average 


1951 1952 1937-39 1947-49 1950 1951 1952 


(millions of dollars at 1948 prices) 


(percentage of the total) 


Tota, 248.4 286.3 275.4 316.6 337.7 100.0 100.0 100.0 100.0 100.0 


Consumer £oOdB oso) cee e.ects leat LOOTS! OS ds <0, 
Ra WaTHGLGViAlS; >. ..<in%scorwieseeiste eceelov 54.4 58.1 64.2 
Binal o.5 6 See ee Rays sce Paeill SBE  WOLDR YS 
LESLIE 0 fs ERAS 0 GROEN oes 62.4 96.2 


97.5 122.9 944-1 °* 32:5 9830.5 30.8) 36a 
6559776328 9) 21,9 | 2003 meeosoe 20). G0 eLo 
45.9 40.2 8.9 13.67 910.8 "14.5" 1-9 


98.0 10723 SUL0.8 5 25. Loo .OmmsDsOmoS.o meme 


Source: Compiled by the Economic Commission for Latin America, on the basis of official statistics. 


® Provisional estimates. 
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Average 
1937-39 


Toran 86.8 
Consumer goods )i.2 .c16 rei essere siona + 117.4 
Boodstulltsitiesy<'pscse) seit Vai 88.8 
Rextilesijcisn'isa)<crsescaed oe 178.1 
Pharmaceutical goods and toilet 
articles t;t «0p bos wialertstayere eke 200.0 
Rubber manufactures.......... 131.8 
Domestic appliances........... 106.3 
IMotorsvehicles jsiccelcatesrsco8s 84.7 
TRGRDITILGLENIALS SS odo sche IRE oh 9309 
Ba Pere aavicts g oie\ertahsued« stctcne stevets 76.3 
Pextilesy mst 'si0\s< pada. cmt ol.1 
RV Arison itnyscia cea pewiterere sats 218.9 
Chemical products............ 80.2 
(Metal's ect sai sis ayeravetacere acts 96.0 
SHULL Meters tins cs Geersierane syste ete 56.8 
Capital goods... «trade selene 64.9 
Building materials............. 76.9" 
Other materials:. .)eyesesiat)-.-1 79.6 
Agricultural machinery and 
Equipments 5. .1~smysentlenstars oie 57.4 
Transport and communications. . 58.5 
Industrial and miscellaneous. ... 52.6 
Mining Sirta si sua stetocieterte et 57.6 


dollars at 
(1947-49=100) 1948 prices) 


Table 94. Chile: Quantum of selected imports 


Average 
1947-49 1950 1951 1952 
(nllions of <_< — — — —  — — —————ee 


(1947-49 = 100) 


286.3 96.2 110.6 118.0 
93.1 89.7 104.7 132.0 
53.7 105.6 112.1 164.1 
17.4 61.5 151.1 46.6 

Papal 133.3 152.4 81.0 
2.2 63.6 86.4 136.4 
3.2 68.7 146.9 137.5 
Thee 19.4 131.9 79.2 
58.1 110.5 113.4 109.8 
9.3 109.7 91.4 102.1 
14.2 143.7 93.7 143.0 
7.4 52.7 85.1 99.95 
16.7 116.8 170.6 109.0 
5.6 89.3 73.2 66.1 
38.9 76.3 118.0 103.3 
96.2 101.9 111.5 115.2 
7.8 130.8 84.6 103.8 
30.9 89.0 94.2 89.6 
5.4 51.8 122.2 105.5 
UGA 62.6 100.0 110.5 
30.8 135.7 135.1 145.1 
4.2 119.0 150.0 135.7 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 


statistics. 


spectively, and their growing tendency is shown by the 
st that they were 3.3 and 18 per cent higher than 
> corresponding levels in 1947-49. 

Consumer goods, in turn, increased 32 per cent in 
92, after showing an improvement of 7.7 per cent in 
51. Broadly speaking, this implies that the decline in 
ricultural production during the past few years had 
gely to be compensated by imported foodstuffs, the 
lume of which in 1952 and 1951 increased by 64.1 and 
.l per cent respectively. By 1951, there already ap- 
ared to be little possibility of replacing these goods by 
mestic production. Moreover, in view of their composi- 
n, there was little margin for the substitution of certain 
ms contained in this group. Two of these, namely, food- 
ffs and motor vehicles, represented 65 per cent of such 
ports. In both cases, the general supply was not very 
undant; 85 per cent of all foodstuff imports consisted 
sugar, coffee, tea, beef, and in recent years wheat also. 
ly in the case of domestic appliances—principally 
ctrical apparatus, which increased 46.9 per cent in 
51 after the small amount imported in 1950—were 
ports somewhat restricted in 1952, although they still 
nained above the 1947-49 average, exceeding it by 37.5 
r cent. 


(e) Colombia 


In 1952, the quantum of Colombia’s imports remained 
the same level as in 1951. There were few structural 
anges during the period under review. Capital and 
asumer goods both retained practically the same propor- 
n to the total as prevailed in 1947-49. (See table 95.) 
Imports of consumer goods in 195] reveal certain fairly 
portant increases, particularly in relation to essential 


goods, such as domestic electrical and metal appliances 
(54.4 per cent). (See table 96.) As may be seen from 
the foreign exchange regulations, these commodities and 
motor vehicles could be kept at a lower level, if necessary. 
On the other hand, a similar reduction would not be 
feasible for other consumer goods of a more essential 
nature, nor does it appear possible, at present, to replace 
the latter by domestic production, in view of the present 
productive structure of the country. For instance, among 
the imports of foodstuffs, which rose 32.5 per cent in 
relation to the 1947-49 level, wheat, flour and cocoa ac- 
count for almost two-fifths. A contraction of 31.7 per cent 
occurred in rubber manufacturers; this group is composed 
principally of tyres and tubes for motor vehicles, imports 
of which must continue, since two factories operating in 
Colombia are, as yet, unable to meet domestic consump- 
tion fully. Domestic production has substituted a fair 
proportion of the pharmaceutical products which were 
formerly imported, consisting mainly of specialities such 
as antibiotics, etc. Such imports of essential consumer 
goods have prevented any substantial changes in the com- 
position of purchases from abroad. 

On the other hand, Colombia has found it necessary to 
import increasing amounts of raw materials in order to 
meet economic development requirements and, to a cer- 
tain extent, for the production of goods which were 
formerly imported and which are now being gradually 
substituted by domestic industries. This applies to textile 
fibres (yarns, wool and artificial silk, and of chemicals 
(dyes, sodium hydrates, acids, etc.) , the figures for which, 
in 1951, had risen in relation to the average for 1947-49. 
Similarly, increases were observed in imports of industrial 
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Table 95. Colombia: Quantum of imports, by groups 


Average 


Average 


1947-49 1950 1951 1947-49 1950 1951 
(millions of dollars at 1948 prices) (percentage of the total) 
ToraL 341.6 415.3 Spy 100.0 100.0 100.0 
Consumer goods..... 102.8 137.9 109.8 30.1 Doe 30.9 
Raw materials....... 79.6 105.1 85.6 231.3 29.3 24.1 
Fuels, uinopvin otengstcs 9.6 9.1 13.8 2.8 2.2 3.9 
Capital goods........ 149.6 163.2 146.0 43.8 39.3 41.1 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 


statistics. 


fats and oils. Textile fibres and paper, in contrast, show 
reductions. 

Imports of fuels and lubricants were of little importance 
(3.9 per cent of the total), since Colombia produces 
petroleum. Only special by-products of petroleum are im- 
ported which the Colombian refineries are not as yet able 
to manufacture. 


Table 96. Colombia: Quantum of selected imports 


Average 
1947-49 1950 1951 
(millions of: ———_————_ 
dollars at 
1948 prices) (1947-49 = 100) 
Tora, 341.6 127.6 104.0 
Gonsumer, ZoOdSiy-n inte terete terres 102.8 134.1 106.8 
Woodstufis 3.55 Sisoncs ose eileen Slab 140.2 13265) 
Textilest 2% sees seine a, sehr eveteherere 20.2 UX 59.9 
Pharmaceutical goods and toilet 
ATLICLES JG dapnis clea tarieeie axe L323 130.8 109.8 
Rubber manufactures.......... 4.1 80.5 68.3 
Domestic appliances.......... 14.7 189.1 154.4 
Motor vehicles. .............. 7.9 173.4 54.4 
Raton ater als as ch }el pers eile wiesel tele 79.6 132.0 107.5 
Textile fibres: 5 .)s Hedarciastees 16.7 13st 80.8 
AY EUNS cis ris civ avon eaectlae ee rele ste 16.8 131.0 106.0 
Chemical products............ 16.4 136.0 114.6 
Inedible oils and fats.......... 7.9 158.2 188.6 
ID Tenis Gail OS Pas cp.cimic ne 12.6 118.2 96.0 
Wiel se rape aeiaias dens Petey Bes 9.6 94.8 143.8 
Gapital: Po0dSiy. aye nein nie oe 149.6 109.1 97.6 
Building materials............ 24.9 111.6 91.2 
Other materials...........: Bat RA PRey 124.5 101.4 
Agricultural machinery and 
Squipment oF. feiss. ess eeicte 13.0 156.2 98.5 
Transport and communications. 25.6 137.9 112.5 
Industrial and miscellaneous... 71.4 86.1 93.6 


Source: Compiled by the Economic Commission for Latin 
America, on the basis of official statistics. 


Thus, it is not surprising that in the distribution o! 
imports by groups, capital goods have not increased thei 
relative importance. However, in view of the volume o! 
total imports, and of their level in 1950, there is an ample 
supply of such goods for purposes of domestic investment 
Examining the 1951 figures, as compared with the 194,7-4S 
average, it will be seen that there was an improvement im 
other materials (1.4 per cent) and in transport and com 
munications equipment (12.5 per cent). On the othe 
hand, decreases of 8.8 per cent occurred in imports o 
building materials, 6.4 per cent in industrial and miscel 
laneous goods and 1.5 per cent in agricultural machinery 
and equipment. 


(f) Cuba 


The partial statistics available indicate that the quantum 
of Cuban imports remained high in 1952, and 31 pe 
cent higher than the average for 1947-49. However, no 
important changes took place in their composition. Wi 
slight variations, both in 1951 and in 1952, each group 
retained approximately the same proportion to the tota 
as those prevailing in 1947-49, 

In contrast to the position of other Latin-America 
countries, Cuba is not faced with the problem of a weak 
capacity to import, which would prevent structura 
changes from being made in imports. On the contrary, 
its capacity to import is among the highest in the region 
the quantum of its total imports being fourth in order o 
importance after Argentina, Brazil and Mexico. In terms 
of per capita imports, Cuba takes second place after 
Venezuela. 

The general picture of Cuban foreign purchases shows 
little sign of active substitution of imports by domestic 
production, or of the possibility of restrictions on imports 
of consumer goods. In 1951 and 1952, these latter, as 
a whole, had risen above their levels for the 1947-49. This 
is particularly true of the high percentage of consumer 


Table 97. Cuba: Quantum of imports, by groups * 


Average 
1947-49 1950 


(millions of dollars at 1948 prices) 


Average 
1952» 1947-49 1950 1951 1952 


(percentage of the total) 


Tora, 564.5 662.2 


MGOMSUMOET LOOUS 5.0.3.6 <\ierjohernisis « ¢ 360.7 425.1 
EB WG TSTALOUIOAG 0\4/ 015.0 jo10s0, sye iv0'4le ace 75.6 100.0 
TORO MEM rcs vis, bois iv sco al viein ieee 41.8 48.4 
MCR DITEIEROUGHS 6 c1e.0%s esis PE ete we 86.4 88.7 


739.5 679.3 100.0 100.0 100.0 100.0 
459.2 401.5 63.9 64.2 62.1 59.1 
109.5 104.6 13.4 15.1 14.8 15.4 

54.7 61.1 ie 
116.1 112-1 15. 


Source: Sy pean by the Economic Commission for Latin America, on the basis of official statistics. 


® The f.o.b. 


gures shown in official statistics have been transformed into c.i.f. values by using the weighting factors 


published in International Financial Statistics, of the International Monetary Fund. 


» Estimated on the basis of provisional data. 
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a 


goods in relation to total Cuban imports (62.1 per cent 
in 1951 and 59.1 per cent in 1952) including a high pro- 
portion of non-essential goods, such as motor vehicles 
and domestic appliances. The most important item among 
the consumer goods imported by Cuba consists of food 
products, of which three alone—wheat-flour, rice and 
lard—together, combine to equal 60 per cent of the group. 
Within the list of foodstuffs figure certain products and 
beverages which are very definitely luxury goods. 


Among the principal raw materials which Cuba imports 
for its economic growth, the most important are chemicals 
(acids, dyes and salts principally), yarns (rayon, spun- 
wool yarns and threads), newsprint and woodpulp, and 
metals (tinplate and iron manufactures, etc.). In 1951 
and 1952, a substantial expansion took place in all these 
commodities, indicating the abundant supplies available 
for domestic economic activities during those years. 
Imports of fuels and lubricants also rose during 1951 and 
1952, particularly in the latter year, accounting for 7.4 


Table 98. Cuba: Quantum of selected imports 


Average 
1947-49 1950 1951 1952 
(millions o; —_——— 
dollars at 
1948 prices) (1947-49 =100) 
Toran 564.5 117.3 131.0 120.3 
Consumer goods........ 360.7 117.9 127.3 LI1.3 
Foodstuffs.......... 199.8 116.0 127.7 102.4 
Textiles and clothing. 71.1 121.9 110.3 114.6 
Motor vehicles...... 18.6 131.7 174.7 142.5 
Domestic appliances.. 26.0 114.6 125.0 125.4 
Raw materials......... 75.6 132.3 144.8 138.4 
VARS de icetn ssc eueielets 10.2 110.8 115.7 100.0 
Newsprint and wood- 

PU Wercietie «tenner 10.2 143.1 145.1 133% 
Chemicals.......... 17.5 147.4 181.7 178.3 
Metals), go.aMscte 5.6 117.9 105.4 108.9 

LTO. Gat Goce or OE e 41.8 115.8 130.9 146.2 
Capital goods.......... 86.4 102.7 134.4 129.7 
Building materials. . . 8.5 140.0 200.0 143.5 
Other materials..... 19.2 103.6 107.8 88.5 


Agricultural §machin- 
ery and equipment. Mite) 127.4 182.2 130.1 
Transport and com- 


munications...... 19.8 93.4 pissy VG 
Industrial and mis- 
cellaneous........ 31.6 92.1 sep: 161.4 


Source: Compiled by the Economic Commission for Latin 
America, on the basis of official statistics. 
* Preliminary figures. 


and 9 per cent, respectively, of all imports. Petroleum 
and its by-products constituted the major part of these 
items. 

In contrast with the high proportion of consumer 
goods to total imports, in 1951 and 1952 capital goods 
only accounted for 15.7 and 16.5 per cent respectively, 
one of the lowest proportions in Latin America. The total 
volume of capital goods grew more than 34.4 and 29.7 
per cent, respectively, in 1951 and 1952 above the 1947-49 
average, the greatest increase taking place in building ma- 
terials in 1951 and in capital goods for industrial and 
other purposes in 1952. 


(g) Dominican Republic 

The quantum of imports during 1952 fell somewhat 
below the level for 1951, thus interrupting the rising ten- 
dency observed throughout the latter year, which was in 
sharp contrast with the low figures registered for 1950. 
In 1951, total imports were 12.8 per cent above those for 
the period 1947-49, the improvement being principally due 
to consumer goods and raw materials, while capital goods 
showed a reduction of 16.4 per cent. 

The growth in the absolute values of a consumer goods 
was mainly determined by the increases recorded in food- 


Table 100. Dominican Republic: Quantum of selected 


imports 
Average 
1947-49 1950 1951 
(millions of 
dollars at 
1948 prices) (1947-49 = 100) 
TotaL 64.0 90.8 112.8 
Consumer goods............ 33.6 94.9 121.4 
Poodstutisine «cen sates ee 9.7 90.7 134.0 
Textiles and clothing..... 15.5 101.3 114.8 
Motor vehicles.......... rah 100.0 100.0 
Domestic appliances...... 3.0 66.7 90.0 
Raw materials). seus. Sk 6.9 114.5 152.2 
Papennap ected tahlers Aojebies 2.0 100.0 65.0 
Chemical products....... 3.0 130.0 206.7 
HULELS ies ony one! hy ae tte ee Pee 4.0 95.0 115.0 
Capital goods. oo vjon- os es ¢ 19.5 74.4 83.6 
Building materials....... o.1 58.8 58.8 
Other materials......... ek 114.3 HeBins) 
Agricultural machinery and 
equipmentrsaqtes ene 0.8 62.5 137.5 
Transport and communica- 
TONS tai htt Cees 4.9 67.3 89.8 
Industrial and miscellaneous 6.6 80.3 75.8 


Source: Compiled by the Economic Commission for Latin 
America, on the basis of official statistics. 


Table 99. Dominican Republic: Quantum of imports, by groups * 


Average 
1947-49 1950 


(millions of dollars at 1948 prices) 


ToraL 64.0 58.1 
Consumer goods........ 33.6 31.9 
Raw materials.......... 6.9 7.9 
Hitalsat4.).1..cf8 tatanvee Se 4.0 3.8 
Capital goods........... 19.5 14.5 


Average 
1951 1947-49 1950 1951 


(percentage of the total) 


72.2 100.0 100.0 100.0 
40.8 92.9 54.9 56.5 
10.5 10.8 13.6 14.5 
4.6 6.3 6.5 6.4 
16.3 30.4 25.0 22.6 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 


statistics. 


® The f.o.b. figures indicated in official statistics were transformed into c.i.f. prices by using the 
weighting factors published in International Financial Statistics, of the International Monetary Fund. 
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Table 101. Ecuador: Quantum of imports, by groups 


oie 1950 1951 fogs 1950 1951 
(millions of dollars at 1948 prices) (percentage of the total) 
TOTALH POUed 61.6 69.6 100.0 100.0 100.0 
Consumer goods........ 24.2 26.4 33.6 42.3 42.8 48.2 
Raw materials.......... (Fe) hes 9.8 127 ib Agu 14.1 
Fuels. 3.5 entice ecsm ace aad 1.3 1.3 1.9 nik 1.9 
Capital 00s. aceasta 24.7 26.4 24.9 43.1 43.0 35.8 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 


statistics. 


stuffs (34 per cent) and textiles and clothing (14.8 per 
cent). Imports of motor vehicles in 1950 and 1951 were 
the same as during 1947-49, whereas domestic appliances 
were lower than during this period (see table 100). 

Due to the fact that there is little diversification in the 
economy of the Dominican Republic, in 1951, two items 
only combined to absorb more than 70 per cent of all 
raw materials imports. These were firstly, paper and card- 
board and secondly, chemical products. The value of 
paper and cardboard imports was a little less than two- 
thirds of that for 1947-49, while chemical products almost 
doubled, thus accounting for most of the expansion in raw 
materials as a whole. 

Petroleum by-products, which represent the entire im- 
ports of fuels and lubricants, showed an increase of 15 
per cent. Among capital goods there was a decrease in 
imports of building materials, transport equipment and 
goods for industrial and other purposes. In contrast, other 
materials, principally made up of wite and galvanized 
iron sheets, rose by 33.3 per cent, and agricultural ma- 
chinery and equipment increased by 37.5 per cent. 


(h) Ecuador 


The rising quantum of imports into Ecuador, observed 
until 1951, was reversed in 1952. In 1951, a remarkable 
expansion in the volume of imports raised the level 21.5 
per cent higher than the already substantial average for 
the period 1947-49. However, the appreciable increase of 
foodstuffs, motor vehicles and domestic appliances in 
1951 reduced the ratio of capital goods to total imports, 
simultaneously raising that of consumer goods. (See 
table 101.) 

Of the three groups of consumer goods to which refer- 
ence was made, essential foodstuffs increased by 44.4 per 
cent (see table 102). About 50 per cent of these con- 
sisted of wheat and wheat-flour. Though less essential 
imports of motor vehicles and domestic appliances figure 
second in the list of the increases observed during 1951 
(87.5 per cent and 87.1 per cent respectively). While 
exporting a quantity of pharmaceutical products, Ecuador 
was nevertheless obliged to import certain specialties, 
which, together with toilet articles, accounted for 3.7 per 
cent of the total. Lastly, imports of textiles and ready- 
made clothing rose 6.2 per cent in 1951, as compared 
with 1947-49. 

Ecuador has found it necessary to employ a fair pro- 
portion of its capacity to import for raw materials (14.8 
per cent), consisting mainly of yarns, chemical products 
and paper, especially newsprint. The remarkable expan- 
sion of yarn imports in 1951 was the result of an increase 
in rayon and to a lesser extent of cotton yarn imports. 
Notwithstanding the fact that Ecuador produces cotton. 


the appreciable level of domestic costs, in 1951, as com- 
pared with import prices, led to higher imports of these 
goods. 

The position of fuels differs entirely. Ecuador imported 
only certain petroleum by-products, representing 1.9 per 
cent of its total imports. 

Capital goods have not developed in proportion with 
the volume of total imports, despite the country’s substan- 
tial need for them. Although transport equipment is 
highly essential in Ecuador, imports of these commodities 
decreased 11.3 per cent in 1951, as compared with 
1947-49, following the downward trend which began in 
1950. 


Table 102. Ecuador: Quantum of selected imports 


Avert 
1947-49 1950 1951 
(nics of eee 
dollars at 
1948 prices) (1947-49 = 100) 
ToraL 57.3 107.5 121.5 
Consumer goods...........- 24.2 109.1 138.8 
Hoodstuliss g-e0ei.-1s sects 9.0 103.3 144.4 
Textiles and clothing..... 6.5 101.5 106.2 
Pharmaceutical goods and 
toilet articles.......... 320 123.3 86.7 
Domestic appliances. ..... Sal 116.1 187.1 
Motor vehicles.......... 0.8 75.0 187.5 
Raw materials............. 7.3 102.7 134.2 
Yarns pone Res Ps ces 1.6 118.7 200.0 
Papers: omic - cele Sets as 1.3 130.8 115.4 
Chemical products....... 1.5 113.3 173.3 
Buels 02. ots ee tee ee Ion B ipsa 118.2 118.2 
Capital goods.............. 24.7 116.9 100.8 
Building materials....... 29 149.4 137.9 
Other materials......... dik: 129.5 129.5 
Agricultural machinery and 
equipment. c.2. neces 2 113.6 113.6 
Transport and communica- 
SIONS eee ee ice on 93.0 88.7 
Industrial and miscellaneous 10.8 92.6 92.6 


Source: Compiled by the Economic Commission for Latin 
America, on the basis of official statistics. 


(i) Haiti 

In 1951, the volume of Haiti’s imports was 56.3 per 
cent higher than during the period 1947-49. The pro- 
portion of consumer goods to the total was 64.2 per cent 
Te the need for certain foodstuffs is basic. (See table 
103. 

Imports of wheat-flour, wheat, lard and prepared milks. 
in addition to other articles, were of such importance that 
foodstuffs accounted for almost 50 per cent of consumer 
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Table 103. Haiti: Quantum of imports, by groups 


Average Average 
1947-49 1950 1951 1947-49 1950 1951 
(millions of dollars at 1948 prices) (percentage of the total) 
TotaL 31.6 44.4 49.4 100.0 100.0 100.0 
Consumer goods........ 20.9 30.9 31.8 66.0 69.7 64.2 
Raw materials.......... Za: 3.0 4.3 6.6 7.8 8.8 
Wnelsy. ie. 5: «:«: syerersic/ayecet 1.4 2.0 2.2 4.7 4.5 4.5 
Capital goods........... U2, 8.0 J 22k 18.0 22.9 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 


statistics. 


goods in 1951. Textiles and ready-made clothing are 
equally essential and will remain so until domestic indus- 
try can be expanded adequately. There was a decrease of 
these goods in 1951 but their ratio to total imports still 
remained 20.4 per cent higher than in 1947-49. Excep- 
tional increases were likewise observed in connexion with 
motor vehicles and domestic appliances: 100 per cent in 
both cases. (See table 104.) 

The volume of imported raw materials was quite small 
(only 8.8 per cent of the total) and were practically 
limited to yarn and chemical products, both of which 
showed a marked increase in 1950 and 1951. The pro- 
portion of fuels (petroleum and by-products) decreased 
in comparison with total imports, although their volume 
in 1951 was considerably larger. 

Capital goods as a whole rose 54.2 per cent in relation 
to 1947-49. Expansion took place in all the main items, 
particularly in transport and communications equipment 
Ae per cent), and miscellaneous materials (116.7 per 
cent). 


Table 104. Haiti: Quantum of selected imports 


Average 
1947-49 1950 1951 
(millions of 
dollar: 
1948 prices) (1947-49 = 100) 
TotaL 31.6 140.5 156.3 
Consumer goods...........- 20.9 147.8 152.2 
Moodstitls.... 2.2.0.2 i. 2 8.4 139.3 160.7 
Textiles and clothing..... 8.8 15253 120.4 
Motor vehicles.......... 0.8 125.0 200.0 
Domestic appliances..... . 0.6 150.0 200.0 
TRU INOLET GUS 5 ican = 22 = P| 166.7 204.8 
BV AEM Serie ia nals steps ave 0.8 175.0 212.5 
Chemical products....... 1.0 120.0 180.0 
GOES Gee RE eae 1.4 142.8 15721 
Capua BO0dSs: . crc os 2 7.2 111.1 154.2 
Building materials....... 12 108.3 141.7 
Other materials......... 0.6 133.3 216.7 
Agricultural machinery and 
GGUIPMENE 15 55 «04 a-c2)= = 1.0 140.0 170.0 
Transport and communica- 
LOUIS eran: este re oes Lad 105.9 176.5 
Industrial and miscellaneous Dal 100.0 125.9 


Source: Compiled by the Economic Commission for Latin 
America, on the basis of official statistics. 


(j) Mexico 


After climbing to an unprecedented level in 1951— 
32.9 per cent higher than the 1947-49 average—Mexican 
imports in 1952 (both consumer and capital goods) de- 
clined by 2.8 per cent. (See tables 105 and 106.) During 


1951, for reasons similar to those in other Latin-American 
countries, that is, in view of a possible shortage of certain 
articles and an increase in monetary reserves in 1950, the 
quantitative restrictions placed on imports were gradually 
relaxed, although the tariffs on non-essential goods were 
raised. In 1952, no alteration occurred in government 
policy, yet monetary reserves and the gross national prod- 
uct were not as favourable to the continued expansion of 
imports. With the exceptions of fuel, certain raw ma- 
terials and foodstuffs, demand for the majority of the re- 
maining imports was lower. 

Broadly speaking, the composition of imports, by 
groups, has witnessed few modifications since 1947-49. 
(See table 105.) Consumer goods absorb from 28 to 30 
per cent of the total; raw materials and fuel account for 
18 to 23 per cent while 48 to 51 per cent consists of capi- 
tal goods. The latter group provides the most striking con- 
trast in Mexican imports, no other country in the region 
attaining a similar proportion for this category. Compari- 
son with the period 1937-39 emphasizes a marked dif- 
ference. At that time capital goods comprised 38 per cent 
of the quantum of imports while consumer goods repre- 
sented 32 per cent and raw materials 27 per cent of the 
total. 

Until 1951, an appreciable expansion was observed in 
all capital goods, representing an average improvement 
of 34 per cent as compared with 1947-49. The main in- 
creases noted were those in equipment for transport and 
communications. (See table 106.) However, in absolute 
terms, the most important items were capital goods for 
industrial purposes, mining, etc., which together account 
for practically 43 per cent of the imports in this group. 
In 1952, industrial and mining equipment declined some- 
what and imports of agricultural equipment and building 
materials contracted even more. Transport equipment 
continued at the same high level as had prevailed the year 
before (54 per cent above the 1947-49 figure). Never- 
theless, in all items, the volume was found to be several 
times higher than in the pre-war period. 

Raw material imports in the aggregate rose 13.8 per 
cent in 1951 over their 1950 figure, there being a further 
increase in 1952. In the case of textile fibres and yarn, 
however, the same tendency did not prevail; in 1951 the 
former stood slightly below their 1947-49 level decreasing 
still further in 1952, while the latter declined by 62.3 and 
72.7 per cent in 1951, and 1952. The contraction in greasy, 
washed and combed wool imports was largely the result 
of import restrictions adopted in view of substantial 
stocks accumulated in 1950. On the other hand, the 40 
per cent reduction in artificial silk imports was mainly 
due to increased domestic production. Certain metals, 
raw rubber and chemical products, rose more than 40 
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Table 105. Mexico: Quantum of imports, by groups 


Average Average 


ag 
1937-39 1947-49 1950 


Average Average 
1937-39 1947-49 1950 1951 


1951 1952* 1952 * 

(millions of dollars at 1948 prices) (percentage of the total) 
Totat 262.2 548.2 538.9 728.3 708.5 100.0 100.0 100.0 100.0 100.0 
Consumer’ goods.:..).)-{-11<6 sb itesio's ss $4.2 158-4. 152.0, 220.0 215-54) 32.1 9 28.9) 28.25)00.2 Sr 3054 
Raw, aateriale o% «<j. \-,-1etreleisie ices 72:1. 89.98) 102547 116059122670 927.5) 516,49 Ope eo 10 mies 
Rucls fein cete ye rd petite meee 59 220- 8h eZ. Oso emer. O Que 3.8 4.0 2.5 3.9 
Capital’ goods sper sere taper « 100.0 279.1 263.0 373.6 342.9 38.2 50.9 48.8 51.3 48.4 


Source: Compiled by the Economic Commission for Latin America, on the basis of official statistics. 


® Provisional data. 


per cent above their 1947-49 average, although in 1952 
there was a reduction in all of these. 

Mexico still needs to import considerable quantities of 
consumer goods, particularly foodstuffs. The sharp in- 
crease of these products in 1951, as compared with 
1947-49 (78.9 per cent), and the additional rise in 1952, 
were largely due to abnormal imports of maize, which 
had practically disappeared between 1947 and 1950. The 
continuous expansion of wheat imports also affected this 
trend, since domestic production of this grain was in- 
adequate to meet consumption. The volume of imports 
of textiles and ready-made clothing was lower in 1951 than 
in 1947-49, owing to the development of domestic pro- 
duction which gradually replaced imports. In 1952, tex- 
tiles fell by 48.2 per cent of their post-war volume, thus 
returning to the pre-war level. Similarly, domestic ap- 
pliances fell by 22.7 per cent as a result of import re- 
strictions. The increase in the number of motor vehicles 
imported in 1951—36.5 per cent over 1947-49 and 79 
per cent over 1950—originated in the suspension of re- 
strictions on direct imports and also on imports of ma- 


terial for the assembly plants established in Mexico. This 
rate dropped appreciably in 1952 and by the beginning 
of 1953 new restrictions were imposed on production in 
these assembly plants. 

The trend of events during the past few years suggests 
that the structure of Mexican imports was readily adapted 
to a policy of economic development, and that the maxi- 
mum has probably been reached in this direction. On the 
other hand, in view of the need for imports of certain 
foodstuffs to supplement domestic production and growing 
demand for raw materials, it is likely that the proportion 
of these groups to the aggregate volume of imports will 
not decrease to any great extent. 


(k) Peru 


Although the partial data for Peruvian imports in 1952 
were insufficient to enable any definite conclusions to be 
drawn as to their quantum, their level was somewhat below 
1951. The heavy volume of imports in 1951, the small 
favourable balance of payments and the trend of exports, 
all lead to this statement. In addition to the remarkable 


Table 106. Mexico: Quantum of selected imports 


Average 
1937-39 


(1947-49=100) 1948 prices) 


Average 
1947-49 1950 1951 1952 
(millions of 
dollars at 


(1947-49 = 100) 


; Tora 47.8 
Consumer 200d soc etr miler 53.0 
Foodstuiish est 0.0 <a ree 43 .2 
Textiles and clothing.......... 56.9 
Pharmaceutical goods and toilet 
articles Js an sain taaniene 40.1 
Motorsvelicles:s We> betoeagacch 55.6 
Domestic appliances........... 68.1 
ELCAD) RUALET LOIS erences tle tate desc 80.4 
Textile fibresins : ivpirct a.9 io 83.2 
aint ioe aiekioc re eae crease ; inet 
Woodpulp tememcs sts s1 gear ots 101.4 
Chemical products. ........... 50.3 
Metalasviii J aiver dimen ook 87.9 
Rubbers. o5g tag: te eiteon aes it 38.7 
Fuels and lubricants.............. 28.6 
Capital goods ty bats sb. 35.8 
Building materials............. 66.5 
Other materials... 02. sues. 44.9 
Agricultural machinery and equip- 
MEN nek si Nise hearers 29.4 
Transport and communications. . 34.5 
Industrial and miscellaneous... . 29.9 


548.2 98.3 132.9 129-2 
158.4 96.0 138.9 136.0 
57.0 124.7 178.9 210.0 
16.4 39.6 1909 51.8 
14.8 127.7 187.2 177.0 
21.9 76.3 136.5 113.2 
11.0 78.2 106.4 lo 
89.9 113.9 129.6 136.4 
10.4 129.8 98.1 88.5 
Mek 63.6 37.7 27.3 
6.6 163.6 154.5 150.0 
32.9 131.0 146.2 120.7 
Sees 97.0 154.5 130.3 
6.0 98.3 158.3 130.0 
20.8 103.4 87.5 132.7 
279.1 94.2 133.9 122.9 
18.6 121.5 148.9 95.2 
44. 4 93.5 127.9 124.5 
17.5 111.4 166.3 MET SL 
64.7 86.6 155.3 54.4 
133.9 92.2 nos 111.6 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 


statistics. 


: 
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Average 
1947-49 1950 


(millions of dollars at 1948 prices) 
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Table 107. Peru: Quantum of imports, by groups 


Average 


Tota 190.6 248.9 
Consumer goods..... 90.7 134.4 
Raw materials....... 130.1 36.6 
Hiels aways Sh te aulonie 4.0 5.2 
Capital goods........ 65.8 72.7 


1951 1947-49 1950 1951 
(percentage of the total) 
326.5 100.0 100.0 100.0 
156.7 47.6 54.0 48.0 
, 43.8 15.8 14.7 13.4 
1.3 2.1 2.1 0.4 
124.7 34.5 29.2 38.2 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 


statistics. 


quantum of imports (71.3 above 1947-49), the composi- 
tion of imports was such as to ensure that the contraction 
in 1952 would have the least possible influence in the 
domestic sphere limiting the effects to a slackening in the 
volume of certain types of goods. Consumer goods par- 
ticularly, which in 1951 made up 48 per cent of total 
imports, showed an increase of 72.8 per cent over their 
1947-49 level. Similarly, although all the items in this 
group show substantial increases, the most important 
were those of textiles (53.1 per cent), motor vehicles 
(313.2 per cent) and domestic appliances (195.1 per 
cent). (See tables 107 and 108.) 

Raw materials which, together, amount to 13.4 per cent 
of total imports, likewise increased in 1951 as compared 
with 1947-49 (45.5 per cent). In all the items in this 
group, an upward trend was observed although the most 
outstanding were metals and paper, which rose 136.4 per 
cent and 54.5 per cent respectively. 

On the other hand, fuels, which are a minor item in 
Peruvian imports, consisting mainly of special petroleum 
by-products, such as aviation petrol and lubricants, de- 
creased in 1951, in contrast with the preceding year. 


Table 108. Peru: Quantum of selected imports 


Average 
1947-49 1950 1951 
(millions of 
dollars at 
1948 prices) (1947-49 = 100) 
Toran 190.6 130.6 171.3 
Consumer goods............ 90.7 148.2 172.8 
Moodatutls. ves ste <s- 56.2 161.7 150.5 
Textiles and clothing. .... 14.5 95.9 153.1 
Medicinal products and 
toilet articles.......... 3.8 131.6 136.8 
Domestic appliances...... 6.1 188.5 295.1 
Motor vehicles.......... 3.8 1237 413.2 
Raw materials... .3.2..%.. 30.1 121.6 145.5 
MAIN Gs triage ness sic ci 3.8 131.6 136.8 
PAT Clen sis, suoeieles arco ices 5a 130.9 154.5 
Chemical products....... 12.2 109.8 147.5 
Wvletalshies. Ariens oes 2s VoL 154.5 236.4 
HILELStat Ini asremree 5.605081 es 4.0 130.0 32.5 
Capital Po0ds..cc. cites 0008 110.5 189.5 
Building materials....... 4.2. LOW 216.6 
Other materials......... 10.5 108.6 221.0 
Agricultural machinery and 
equipment... aaa» 8.2 100.0 111.0 
Transport and communica- 
TOUS?» ic Cis as wprthbencies 16.8 157.1 272.0 
Industrial and miscellaneous {| 26.1 85.1 144.1 


Source: Compiled by the Economic Commission for Latin 
America, on the basis of official statistics. 


Despite the sharply rising trend of consumer and raw 
materials imports, the most substantial changes took place 
in imports of capital goods, the quantum of which in 1951 
increased by the remarkable figure of 89.5 per cent in 
relation to 1947-49. This meant that the ratio of these 
goods to total imports amounted to roughly 38.2 per cent, 
as compared with 29.2 per cent and 34.5 per cent in 1950 
and 1947-49 respectively. Attention is drawn to building 
materials by reason of their marked expansion, together 
with that of other materials and transport equipment, 
particularly motor vehicles. Imports of industrial and 
mining equipment and of agricultural machinery and 
equipment likewise rose. 

Peru made use of the substantial volume of goods im- 
ported in 1951 to promote investment, despite the ap- 
preciable figures for consumer goods. 


(1) Uruguay 


As in other Latin-American countries, the restrictive 
measures adopted by the government to regulate foreign 
trade caused a contraction of 31.9 per cent in imports 
during 1952. This position is in striking contrast with 
1951, when the quantum rose by some 64 per cent as com- 
pared with the average for 1947-49. (See table 109.) 

In 1951 and 1952, important changes took place in the 
composition of imports established in earlier periods. 
(See table 109.) The proportion of capital goods to total 
imports increased (31.4 per cent in 1947-49, and 44.3 
and 41.4 per cent in 1951 and 1952), but there was little 
variation in the proportions of raw materials and fuels. 
However, a sharp contraction was observed in imports of 
consumer goods (36.7 per cent in 1947-49 and 26.8 and 
25.3 per cent in 1951 and 1952). In view of the sub- 
stantial volume of all imports until 1951, these structural 
modifications were not affected by a reduction in the 
volume of consumer goods, but rather by a more intensive 
expansion of capital goods. The quantum of raw ma- 
terials, fuels and consumer goods increased by 44.2 per 
cent, 58.3 per cent and 19.6 per cent respectively as com- 
pared with 1947-49. 

Apart from the trend for other classes of goods, and 
with the exception of foodstuffs, imports of consumer 
goods in 1951 were higher than for the period 1947-49. 
This will be observed in the case of pharmaceutical prod- 
ucts and toilet articles (227.3 per cent), motor vehicles 
(63.3 per cent), domestic appliances (145.9 per cent) and 
several other non-essential goods (118.5 per cent). (See 
table 110.) The contraction in imports of foodstuffs. 
beverages and tobacco—half of which consisted of sugar, 
coffee and tobacco—was caused by abnormally high im- 
ports of wheat and cattle from Argentina in 1947. If these 
exceptional purchases abroad are excluded, it will be seen 
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Table 109. Uruguay: Quantum of imports, by groups 


Average Average 
1947-49 1950 1951 1952* 1947-49 1950 1951 1952* 
(millions of dollars at 1948 prices) (percentage of the total) 
TotaL 206.2 247.6 337.8 230.0 100.0 100.0 100.0 100.0 
Consumer soodsse .)\.\teeat teams e 75.7 78.0 90.5 58.2 36.7 31.5 26.8 PAS) 
Raw materials......... sae ts Grete boars e 46.6 Doel 67.2 46.5 220 Fal 19.9 20.2 
Fuels and lubricants............... 19.2 14.6 30.4 SURI 9.3 2.9 9.0 13.1 
Capital coodsinaes a iiaeieeuarnsveneiy: 64.7 101.3 149.7 95.2 31.4 40.9 44.3 41.4 


Source: Compiled by the Economic Commission for Latin America, on the basis of official statistics. 


a Estimates. 


that expansion was uniform in this sector also. On the 
other hand, during 1952 imports of motor vehicles were 
severely affected (31.7 per cent less than in 1951) by the 
restrictions mentioned above. 


Table 110. Uruguay: Quantum of selected imports 


Average 
1947-49 1950 1951 


1952* 
(millions of 
dollars at 
1948 prices) (1947-49=100) 

Tora 206.2 120.1 163.8 IMT is 
Consumer goods........ Voile 105.1 119.6 76.9 
Foodstuffs.......... 39.4 86.8 87.6 81.2 

Pharmaceutical goods 
and toilet articles. . Boa} 248.5 S21eo 166.7 
Domestic appliances. . anil 127.0 245.9 129.7 
Motor vehicles...... 6.0 148.3 163.3 68.3 

Various unspecified 

BOOUSs,.nc ieee ene 5.4 92.6 218.5 92.6 
Raw materials......... 46.6 115.2 144.2 99.8 
Warns). Sey a, erat 6.6 116.7 184.8 53.0 
Chemical products... 7.4 117.6 150.0 121.6 
Rubber. scince iat NAb Tl Wako 94.1 
SW OOd fe: <tt oe dacetertes. 7.0 134.3 140.0 124.3 
(Mietalsice oArwer si nrters Dol LSD eu 118.9 135.1 
RUIELS Fh a.c.3 eeieters et eeosnie 19.2 76.0 158.3 156.8 
Capital goods.......... 64.7 156.6 231.4 147.1 
Building materials. . . 5.4 127.8 163.0 120.4 
Other materials... .. 14.0 134.3 161.4 102.1 

Agricultural machin- 
ery and equipment . 5.6 123.2 192.9 103.6 

Transport and commu- 
TULCALLONS sc ees ides LSS 125.2 313.9 258.3 

Industrial and miscel- 
RANVCOUS ecco 3552 =v yer? 28.2 192.6 253.2 137.9 


Source: Compiled by the Economic Commission for Latin 
America, on the basis of official statistics. 


The over-all supply of raw materials in 1951 was suf- 
ficient to meet the immediate requirements of economic 
activities and even to allow for stock-piling of certain 
products. This may be seen from the sharp increase in 
this group in 1951, as compared with 1947-49. For in- 
stance, yarn imports (principally rayon and cotton) rose 
84.8 per cent, while chemicals improved by 50 per cent, 
(including alkalis, acids, mineral salts, dyes, paints, etc.) ; 
lumber and wood products, 40 per cent and metals 18.9 
per cent. 

The position is similar in relation to fuels, both for coal 
and petroleum and its by-products, which make up 87 per 
cent of this group. 

The most interesting development, however, was that 
of the import quantum of capital goods, which rose in 
1952 and 1951, 47.1 and 131.4 per cent above the 1947-49 
level respectively, this being the most outstanding increase 
observed in any Latin-American country. Though all the 
items making up this group reveal sharp upward trends— 
with the exception of stud and draught animals, which 
account for a small proportion of the total—the most im- 
portant expansions were those of agricultural machinery 
and equipment, transport and communications material 
and industrial and other equipment. 

Uruguay may be considered to have made efficient use 
of the favourable conjunction of factors created by the 
large volume of imports which entered the country in 
1951, applying them in a manner which enabled domestic 
activities and investment to develop unhampered. 


(m) Venezuela 


The high level of Venezuelan imports during 1952 was, 
in fact, 6.7 per cent above their 1951 quantum and slightly 
above their 1947-49 average. On the other hand, imports 
into that country in 1951 were 4.5 per cent below the 
aforesaid average. During the post-war period, imports 


Table 111. Venezuela: Quantum of imports, by groups * 


Average Average 
1947-49 1950 1951 1952» 1947-49 1950 1951 1952 
(millions of dollars at 1948 prices) (percentage of the total) 

LORAG Mensa 755.8 669.1 721.7 767.8 100.0 100.0 100.0 100.0 
Consumer goods. 312.9 335.9 326.9 soled 41.4 50.2 45.3 43.2 
Raw materials... 44.6 62.3 67.8 64.5 5.9 9.3 9.4 8.4 
ucla ictoecice ee 9.1 8.7 10.9 9.2 ha 1.3 LS ie? 
Capital goods.... 389.2 262.2 316.1 362.4 51.5 39.2 43.8 47.2 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 


statistics. 


* The f.0.b. figures indicated in official statistics were transformed into c.i.f. par by using the 


weighting factors published in International Financial Statistics, of the Internationa 


» Provisional estimates. 


Monetary Fund. 
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Table 112. 


Venezuela: Quantum of selected imports 
Average 
1947-49 1950 1951 19528 
(uillions of —©<§$ —————————___—_——— 
dollars at 
1948 prices) (1947-49=100) 
ToraL 755.8 88.5 95.5 101.6 
Consumer goods........ 312.9 107.4 104.5 106.0 
Foodstuffs.......... 126.2 128.8 125.2 122.9 
Textiles and clothing. 64.2 72.9 64.0 63.4 
Medicinal products 
and toilet articles.. 28.0 95.7 110.7 101.4 
Domestic appliances.. 37.0 97.6 103.5 114.1 
Motor vehicles...... 21.9 119.2 121.9 133).3, 
Raw materials......... 44.6 139.7 152.0 144.6 
VMGTE) GAA eG Hees Se) 239.6 245.3 23200 
Paper and woodpulp. . 9.8 122.4 155.1 149.0 
Chemical products... 12.1 105.0 155.4 146.3 
Industrial oils and fats 6.0 235.0 156.7 140.0 
els metseseicisljasiene «ths il 95.6 119.8 101.1 
Capital goods.......... 389.2 67.4 81.2 93.1 
Building materials... 39.3 OZ 97.4 101.5 
Other materials. .... 45.3 15.3 86.1 91.6 
Agricultural machin- 
eryandequipment. 14.4 88.2 95.1 74.3 
Transport and com- 
munications...... 56.7 82.5 78.8 100.2 
Industrial and miscel- 
Wane ous 2. ;..:,2ctste.9- 80.9 76.9 12.2 86.4 
gt ot ee 152.6 ue sO ree oO OL 


Source: Compiled by the Economic Commission for Latin 
America, on the basis of official statistics. 

* Provisional estimates. 

> Includes only tubes, hydraulic pumps, metal structures for 
towers and drilling equipment. 


were appreciably affected by the large volume of pur- 
chases abroad made by the petroleum companies—which 
were lower in 1951 but rose again in 1952. In terms of 
U.S. dollars at current prices, 1947-49 imports were 
valued at 252.1 million dollars, whereas the figure for 
1950 was 75.2 millions and 128.4 millions for 1951.3 
Consequently, the composition of imports by groups has 
changed to a certain extent. (See table 111.) 

Whenever the composition of Venezuelan imports is 
analysed, the characteristic feature will always be a rela- 
tively high ratio of consumer goods to total imports 
(between 41.4 per cent and 50.3 per cent) and an almost 
negligible proportion of raw materials: only 9.4 per cent 
of the total in 1951. 

The composition of food imports is varied, the most 
important items being sugar, wheat-flour, dairy products, 


3 These figures include capital goods for working the oil wells, 
imports of materials, consumer goods, etc. 


eggs and ham. In 1951 these foodstuffs accounted for 
21.9 per cent of the quantum of total imports. A substan- 
tial amount of consumer goods is also imported, includ- 
ing medicinal products and toilet articles, domestic appli- 
ances, motor vehicles and various non-essential goods, all 


of which increased substantially in 1951. (See table 112.) 


However, one important feature of consumer goods 
imports should be emphasized, namely, the decrease of 
36.7 per cent in textiles and ready-made clothing, in 
contrast with an increase of 145.3 per cent in yarn imports 
(principally rayon) between 1947-49 and 1951. In 1947 
and 1948, imports of cotton textiles were abnormally high 
owing to the difference in price between imports and 
costly domestic production. The adoption of restrictive 
measures by the government subsequently reduced pur- 
chases of foreign textiles. However, domestic production 
of cotton has not recovered owing to the fact that its 
consumption was displaced by rayon in the meanwhile. 
Towards the end of 1952, a new rayon factory in Vene- 
zuela entered production, thus enabling rayon imports 
to be replaced by dissolving pulp. 


Other raw material imports likewise expanded—such 
as newsprint and woodpulp, chemical products, inedible 
oils and fats, raw rubber and rubber plates—although in 
the aggregate they constitute only about 8 per cent of 
the quantum of imports. 


Since imports of capital goods are largely influenced 
by the volume of purchases abroad made by petroleum 
companies, the smaller new investments by these com- 
panies in 1950 and 1951 were reflected in a decrease in 
the ratio of capital goods to total imports. However, the 
expansion observed in 1952 caused a further increase in 
the proportion to the total composition of imports. More- 
over, the volume of goods acquired for industrial and 
other purposes, as well as agricultural machinery and 
equipment, building and miscellaneous materials and 
equipment for transport and communications likewise 
decreased, as a result of the reduction in the quantum 
of such imports. These, however, pointed upward again 
in 1952, with the exception of agricultural machinery and 
equipment, which continued to decline. 


(n) Central America and Panama 

Costa Rica 

Since 1947, Costa Rican exports have shown a marked 
upward trend continuing throughout 1952, when they 
surpassed the level for the preceding year. The quantum 
of Costa Rican imports in 1951 was 24.3 per cent 
higher than during 1947-49. Changes also took place 
in their composition in 1951, raw materials increased. 


Table 113. Costa Rica: Quantum of imports, by groups 
Average Average 
1947-49 1950 1951 1947-49 1950 1951 
(millions of dollars a Sa ws ‘ z= 
1948 prices) (percentage of the total) 

PoTats 28S eee, 48.6 55.9 60.4 100.0 100.0 100.0 
Consumer goods........ 26.2 31:5 30.7 53.8 56.3 51.8 
Raw materials.......... 7.4 8.4 12.0 U5co [oe 19.9 
BUGIS to. Macatee: 4.4 Den 6.2 9.1 9.3 10.2 
Capital goods........... 10.6 10.8 15 21.8 19.3 19.1 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 


statistics. 
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consumer goods decreased and capital goods (about 19 
per cent) remained fairly constant in their relative pro- 
portions to the total. (See table 113.) 

Increases in absolute terms as compared with the 
1947-49 average were recorded for all the groups indi- 
cated, including fuels. The most outstanding of these 
expansions was that of raw materials (62.2 per cent). 
(See table 114.) Other important increases were those 
in imports of yarn (cotton and rayon), paper and chemi- 
cal products, although it should be remembered that in 
absolute terms the figures are quite low. 

Rising fuel and lubricant requirements caused imports 
of these commodities to increase more than 40.9 per cent 
in 1951, as compared with 1947-49. 

Consumer goods account for the major part of Costa 
Rican imports. In order of importance, these consist of 
textiles and ready-made clothing, foodstuffs and motor 
vehicles, all of which rose in 1951. A substantial pro- 
portion of Costa Rica’s capacity to import was employed 
in obtaining certain foodstuffs which the country can 
produce neither in sufficient quantity nor economically. 
This applies particularly to wheat and wheat-flour, lard 
and manufactured milk products. 

The supply of capital goods was ample in 1951, and 
although the proportion did not change in relation to total 


Table 114. Costa Rica: Quantum of selected imports 


Average 
1947-49 1950 1951 
(millions of $= —-———$—_______—__ 
dollars at 
1948 prices) (1947-49 = 100) 
ToraL 48.6 115.0 124.3 
Consumer goods...........- 26.2 120.2 Tze 
Hoodstulls..s icc\s sree ee sete 10.1 WE 119.8 
Textiles and clothing..... 12.0 119.2 110.8 
Domestic appliances...... 1.2 83.3 100.0 
Motor vehicles.......... Uo) 90.0 160.0 
Raw materials............- 7.4 LI3.5 162.2 
WEG shah Amere GRO CORDS 0.4 200.0 250.0 
Bagensey odbobsumardgss: 0.8 150.0 200.0 
Chemical products....... 4.5 93.3 144.4 
EDS CPAs Sos ieee rave sets neu 4.4 118.2 140.9 
Capital PO0dS 2.) < + <1) +\+ = 10.6 101.9 108.5 
Building materials. ...... 4.2. 85.7 76.2 
Other materials......... 120 88.9 155.6 
Agricultural machinery and ; 
EquipMent.... 6... sews 0.5 140.0 120.0 
Transport and communica- 
BNOLIAT Tee sos aaa setsae a. Qik 95.7 126.1 
Industrial and miscellaneous Pa 129.6 125.9 


Source: Compiled by the Economic Commission for Latin 
America, on the basis of official statistics. 


imports in 1947-49, there was nevertheless an increase of 
8.5 per cent in absolute terms. Imports of all the items 
comprised in this group expanded, with the exception of 
building materials which fell 23.8 per cent, owing to a 
reduction of iron tubing, structural steel and iron for 
construction purposes. 


El Salvador 


Imports into El Salvador during 1952 remained at the 
same level as those for 1951 which were, in turn, 14.2 
per cent higher than those of 1950. 

The fact that an increasing proportion of the country’s 
capacity for external payments must be applied to the 
acquisition of foodstuffs (bovine cattle, wheat-flour and 
wheat), textiles, ready-made clothing and pharmaceutical 
products, has substantially increased the proportion of 
these products in relation to their position with regards 
to total imports in 1947-49. In addition, there was a 
considerable volume of motor vehicles and domestic ap- 
pliances, so that in 1951 imports of consumer goods ac- 
counted for more than 53 per cent of the total. (See 
table 115.) Of the items mentioned above, foodstuffs 
(81.5 per cent), motor vehicles (61.5 per cent) and 
domestic appliances (55.6 per cent) were the most excep- 
tional increases in relation to 1947-49 (see table 116). 

The coefficient of raw materials in relation to total im- 
ports likewise rose, the upward trend being strongly. af- 
fected by an increase of 133.3 per cent in chemical prod- 
ucts as compared with 1947-49. Imports of paper fell by 
12.5 per cent, while those of yarns remained at the same 
level; these two products respectively are the two leading 
raw materials imported. 

Fuels rose 73 per cent in 1951 as compared with the 
period 1947-49. Capital goods as a whole showed an im- 
provement of 51 per cent in relation to the aforesaid 
average. In 1951 there was a remarkable expansion of 
agricultural machinery and equipment imports (125 
per cent) simultaneously with other increases, especially 
of building materials (52.2 per cent) and other materials 
(130 per cent). 


Guatemala 


The partial data available for 1952 suggest that the 
quantum of Guatemala’s imports was lower than in the 
preceding year. This implies a reversal of the trend in 
1950 and 1951, which was one of stabilization (an in- 
crease of only 2.4 per cent in 1951 as compared with 
1950). But, contrasted with 1947-49, imports in 1951 
showed a relative increase of 25 per cent. 

The structure of imports in 1951, as compared with 
1947-49, shows only slight alterations in the proportion of 


Table 115. El Salvador: Quantum of imports, by groups 


Average Average 
1947-49 1950 1951 1947-49 1950 1951 
(millions of dollars at 
1948 prices) (percentage of the total) 
MCAT cietais afchar step a 41.1 55.4 63.2 100.0 100.0 100.0 
Consumer goods........ 22.6 313 33.6 54.9 56.4 53.2 
Raw materials.......... 4.1 6.6 7.4 10.1 11.9 Ue Eg 
UGLY 3 Aan? ea ae 2.2 3.0 3.8 5.3 5.5 6.0 
Capital goods........... 12.2 14.5 18.4 29.7 26.2 29.1 


i 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 


statistics. 
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Table 116. El Salvador: Quantum of selected imports 


Average 
1947-49 1950 1951 
(millions of 
dollars at 
1948 prices) (1947-49 = 100) 
Toran 41.1 134.8 153.8 
Consumer goods............ 22.6 138.5 148.7 
Hood) StufSs, ccc oe. lees 5.4 146.3 181.5 
Textiles and clothing..... 8.1 12s 124.7 
Pharmaceutical goods and 
toilet articles.......... Zo 123.8 123.8 
Domestic appliances...... 2a 133.3 155.6 
Motor vehicles.......... ihe! 153.8 161.5 
WR Q1O MOLETUGIS noes waco ns 4.1 161.0 180.5 
Mansueto s . chevett 0.5 80.0 100.0 
Chemical products....... 1.8 177.8 233.3 
apeterraries tutes «anos ole < 0.8 100.0 87.5 
LUPO = Ci pe ERE Oo 2 136.4 172.7 
Capital goods.............. IPA, 118.0 150.8 
Building materials. ...... 203 139.1 15232 
Other materials......... 120 130.0 230.0 
Agricultural machinery and 
equipmentss......5-.--/ + -- 0.4 75.0 225.0 
Transport and communi- 
GAMOMS teil te... temcera da x 4.6 110.9 128.3 
Industrial and miscel- 
FAA OUS iar + c!eiaietle yee 3.9 115.4 146.1 


Source: Compiled by the Economic Commission for Latin 
America, on the basis of official statistics. 


consumer goods and fuels. (See table 117.) Various im- 
portant changes took place, however, in relation to the 
composition of imports in 1950, the most outstanding of 
which was the reduction in consumer goods and expansion 
of capital goods. 

A regular expansion of consumer goods is observed 
throughout this period, particularly of foodstuffs (wheat- 
flour, lard, prepared milks), domestic appliances and 
motor vehicles expanded as described, while on the other 
hand textiles and ready-made clothing, which had risen 
in relation to 1947-49, fell sharply as compared with their 
volume in 1950. 


Imports of raw materials in Guatemala are usually 
small. Among these, textile fibres diminished 68.7 per 
cent and cotton was almost entirely replaced by the in- 
creasing domestic production. On the other hand, imports 
of yarn and chemical products were greater. 

Fuels, which have increased 11.3 per cent on the figures 
for 1947-49, decreased in relation to their 1950 volume. 


Capital goods in 1951 accounted for the same propor- 
tion of total imports as 1947-49, but showed an increase 
of 23.6 per cent in their total volume. The most significant 
increases were those of agricultural machinery and equip- 
ment, the volume of which is practically doubled, and of 
building and other materials. Commodities for industrial 
and other purposes, which had shown an increase of only 
10.5 per cent on the 1947-49 figures, also represented a 
higher proportion of capital goods than previously (33.5 
per cent), and easily surpassed their 1950 level. 


Honduras 

During 1952, the quantum of imports in Honduras was 
higher than that for the preceding year. It is interesting 
to note that in 1951 total imports were 18.3 per cent 
greater than for the period 1947-49. Expansion was un- 
equal in each of the groups comprising total imports, thus 
giving rise to a slight change in their composition, con- 
sisting principally of a larger proportion of raw materials 
and fuels. (See table 119.) 

In fact the proportion of raw materials in relation to 
total imports in 1951 was 43.3 per cent more than in 
1947-49, This expansion was caused principally by an in- 
crease of 62.5 per cent for chemical products, which in 
1950 had declined by 6.3 per cent. Fuels and lubricants 
remained static over the same period. (See table 120.) 

Capital goods as a whole showed an increase of only 
1.8 per cent, featured mainly by the sudden reduction of 
industrial and other goods (28.6 per cent). On the other 
hand, other capital goods showed an upward trend, par- 
ticularly agricultural machinery and equipment (20 
per cent) and transport and communications equipment 
(18.7 per cent). 

In 1951 a rise of 28 per cent, as compared with 1947-49, 
was observed for consumer goods composed principally 
of textiles and ready-made clothing (55.4 per cent), in 
which the increase was substantial. The ratio of food- 
stuffs to total imports was lower than in other Central 
American countries, but hkewise showed a strong upward 
trend (34.2 per cent) caused principally by a large volume 
of sugar and wheat imports. 


Nicaragua 

The quantum of Nicaragua’s imports in 1951 was 32.0 
per cent higher than the 1947-49 average. Since little 
industrialization has taken place in Nicaragua, consumer 
goods represent more than 50 per cent of the quantum of 
imports, while raw materials and fuels account for only 
a small percentage thereof. (See table 121.) Capital goods, 
which at present amount to about one-quarter of total im- 
ports, in fact comprise only a few commodities. 


Table 117. Guatemala: Quantum of imports, by groups * 
Average Average 
1947-49 1950 1951 1947-49 1950 1951 
(millions of dollars at 
1948 prices) (percentage of the total) 
LOTALHYS phd gener 4 67.9 82.9 84.9 100.0 100.0 100.0 
Consumer goods........ 32.0 43.3 41.6 47.1 52.2 49.0 
Raw materials.......... 9.4 0 11.3 13.9 13.3 13.3 
Belay tei. ciansigne ssl arerets 6.2 7.5 6.9 9.1 9.0 8.1 
Capital goods........... 20.3 211 25.1 29.9 29.9 29.6 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 


statistics. 


4 The f.o.b. figures indicated in official statistics were transformed into c.i.f. prices by using the 
weighting factors published in International Financial Statistics, of the International Monetary Fund. 
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Two items stand out among consumer goods, namely, 
foodstuffs (20.5 per cent) and textiles and ready-made 
clothing (37 per cent). The expansion in the volume 
of these two items is largely responsible for the over-all 
increase of imports. However, although the volume, in 
absolute terms, is smaller, substantial increases have also 
been noticed in imports of pharmaceutical products and 
toilet articles, motor vehicles, and domestic and metal ap- 
pliances. ‘(See table 122.) 

The 1951 level of raw material imports was 42.8 per 
cent higher than in 1947-49. The most obvious changes 
effected were the increases of cotton thread and yarn, 
newsprint and chemical products composed largely of 
explosives, paints and dyes (52.5 per cent). Fuels and 
lubricants rose 47.6 per cent above their 1947-49 average. 

In 1951, imports of capital goods expanded sub- 
stantially in relation to the preceding year; this was es- 
pecially true of agricultural machinery and equipment, 
industrial equipment, and building and other materials. 
The volume of transport and communications equipment 
imported was smaller, although it was more than twice as 
great as the 1947-49 average. 


Republic of Panama 


In contrast to the trend of events in the majority of 
the Latin-American countries, the general tendency of im- 
ports in the Republic of Panama has been downwards 


Table 118. Guatemala: Quantum of selected imports 


Average 
1947—49 1950 1951 
(millions of’: ——_eeoe———— 
dollars at 
1948 prices) (1947-49 = 100) 
TOTAT 2 ip ioy ete seas ree 67.9 122,1 125.0 
Consumer goods............+ 32.0 135.3 130.0 
Foodstatis saci. sere T.9 146.8 164.5 
Textiles and clothing..... 12.8 138.3 Hess) 
Pharmaceutical goods and 
toilettarticlesie. mls) 2- 1.8 122.2 116.7 
Domestic appliances..... . 2.9 128.0 124.0 
Motor vehicles... ......- 1.9 131.6 152.6 
Raw materials... ........+% 9.4 117.0 120.2 
Vextile fibresis.1cec. ero 1.6 87.5 Seo 
Yarns)73 .toroeatorues soe 1.6 131.2 13730 
Chemical products....... 3.4 105.9 138.2 
Fuels. ue eer eer 6.2 121.0 TTtss3 
Capital goodsw circ. sete Pes 20.3 103.9 123.6 
Building materials....... 2.9 180.0 140.0 
Other materials......... 2.4 OTe, 120.8 
Agricultural machinery and 
equipmMentan eee 2.0 115.0 200.0 
Transport and communica- 
COMSiAn rye na is wn eesgeys 5.8 81.0 108.6 
Industrial and miscellaneous 7.6 97.4 110.5 


Source: Compiled by the Economic Commission for Latin 
America, on the basis of official statistics. 


Table 119. Honduras: Quantum of imports, by groups * 


Average 
1951 1947-49 1950 1951 


Average 

1947-49 1950 
(millions of dollars at 
1948 prices) 

TOTALS Sle tee eletane Bhieeh 40.3 
Consumer goods........ 18.9 22.8 
Raw materials.......... 3.0 Steal 
Ruels te has eters acess 4.0 4.9 
Capital goods........... 11.3 9.5 


(percentage of the total) 


40.4 100.0 100.0 100.0 
24.2 50.7 56.6 54.9 
4.3 8.0 flats Bley 
4.0 10.9 12.1 9.2 
11.5 30.4 23.6 26.2 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 


statistics. 


4 The f.o.b. figures indicated in official statistics were transformed into c.i.f. prices by using the 
weighting factors published in International Financial Statistics, of the International Monetary Fund. 


throughout the period 1947-51, although in 1952 there 
was an improvement of 8.6 per cent over 1947-49. 

The contraction in the volume of imports in 1950 and 
1951 affected fuels, capital goods and raw materials (see 
table 123). In 1952, although there was a rise in the 
absolute value of these three groups of goods above 
1950-51 levels, they did not exceed the figures for 1947-49. 
Instead, the increase was concentrated in consumer goods. 
Foodstuffs, including wheat-flour, lard, butter and ciga- 
rettes, absorbed 33.4 per cent of such imports, although 
there were increases also in pharmaceutical products, toilet 
articles and motor vehicles until 1951. 

The slowing down of economic activity in 1950, 1951 
and 1952 seems to have been partly responsible for the 
contraction in imports of capital goods, fuel and raw 
material imports. However, within the latter group, yarns 
and chemical products increased. 

Except for agricultural machinery and equipment, 
which rose sharply in 1952, other capital goods declined 
sharply, particularly in 1951 and 1952; among these 
figure imports of building materials (39.4 per cent) , trans- 
port and communications equipment (42.6 and 27.7 per 
cent) and capital goods for industrial and other purposes 
(33.3 and 18.2 percent). 


Table 120. Honduras: Quantum of selected imports 


Average 
1947—49 1950 1951 
(millions o, 
dollars at 
1948 prices) (1947-49 = 100) 
TOPAL a. 4 naseaeee SKE 3% 108.3 118.3 
Consumer goods........ 18.9 120.6 128.0 
Roodstutis neice 3.8 118.4 134.2 
Textiles and clothing. 9.2 126.1 145.7 
Pharmaceutical goods 
and toilet articles. . 2.6 107.7 96.2 
Raw materials......... 3.0 103.3 143.3 
Yarns 4 nncetnein oes 0.3 166.7 100.0 
Chemicalss a.h<s0s 1.6 OsFr 162.5 
els), jeter fra oe chad 4.0 L2265) 100.0 
Capital goods.......... 1163 84.1 101.8 
Building materials. . . 2.9 89.6 110.3 
Other materials. .... Oi 85.7 114.3 
Agricultural machin- 
ery and equipment . 1.0 70.0 120.0 
Transport and com- 
munications...... ore 87.5 118.7 
Industrial and miscel- 
laneousinanoe os BynG) 80.0 71.4 


Source: Compiled by the Economic Commission for Latin 
America, on the basis of official statistics. 
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Table 121. Nicaragua: Quantum of imports, by groups * 


Average Average 
1947-49 1950 1951 1947-49 1950 1951 
(millions of dollars at 
1948 prices) (percentage of the total) 

TOWRA ee te sites te) sepsis 26.8 33-3 35.5 100.0 100.0 100.0 
Consumer goods........ 13.6 20.3 19.5 50.6 60.8 54.7 
Raw materials.......... 2.8 2.9 4.0 10.5 8.8 11.3 
UNEVS  aaiapemroduc dtc 2.1 3.0 3.1 7.9 8.9 8.9 
Capital goods........... 8.3 Gol 8.9 31.0 Pallets 25.1 


Source: Compiled by the Economic Commission for Latin America, on the basis of officia 


statistics, oan , f ) s 
tistics were transformed into c.i.f. prices by using the 


® The f.o.b. figures indicated in official sta 


weighting factors published in International Financial Statistics, of the International Monetary Fund. 


Table 122. Nicaragua: Quantum of selected imports 


On the other hand, throughout 1951 consumer goods 
as a whole showed an increase of 8.3 per cent as compared 


Average 1950 1951 with 1947-49, largely as a result of an expansion in food- 
1947-49 : : 5 
Gibitine stuffs, textiles, ready-made clothing, pharmaceutical goods 
doprsibirs (3947-49 =100) and toilet articles. This trend was also apparent in 1952. 
Tein ae See ree 26.8 124.2 132.5 3. THE COMPOSITION OF EXPORTS 
erect BROS + ree 2 eae ae ee Latin America’s export trade continues to be dominated 
Beodstufls.. 4... cms sais s 2.8 150.0 142.8 
Textiles and clothing... . 5.3 166.0 135.8 by a small group of products, fourteen of which account, 
Pharmceutical goods and together, for between 70 and 75 per cent of the total vol- 
toilet articles.......... 1.4 150.0 164.3 ume dispatched abroad. In 1950 and 1951, appreciable 
Domestic appliances...... 0.3 200.0 233 .3 fluctuations had already been observed among individual 
Motor vehicles.......... 1.3 123.1 169.2 commodities, the quantum of which in some cases rose and 
iad materials............. ; es ae 8 Es 8 in others declined appreciably, during 1952. 
Nowe, Sieg! pS ees ; i 0 In 1951, the most striking feature was the relative in- 
OWSPELIES..) sissies esse oo 0.1 200.0 200.0 ; 5 
Geet products ee. 40a 18.6 150.0 crease in petroleum exports, and on a smaller scale, in 
[Siri hl ale Weal 2.1 142.8 147.6 wheat and wheat-flour. (See table 125 and plate 34.) 
Capital goods.............. 8.3 85.5 107.2 Conversely, there was a weakening in the relative position 
Building materials....... 0.3 100.0 133.3 of coffee, maize, beef, wool, silver and cotton exports, 
Other materials......... 1.2 125.0 166.7 while the level of cotton, cocoa, bananas, sugar, tin and 
Agricultural machinery and zinc remained fairly stable. However, in 1952, petroleum 
7 Crpn are ie ane s+ 0.5 160.0 220.0 exports continued to rise, whereas those for wheat almost 
eee one communes disappeared. This deterioration affected the relative im- 
NEON Soles «: paysisie eth io .oe 0.3 333.3 266.7 J . 
Dea st cal portance of other products which, like coffee, bananas, 
incnag a? ete cea So 6.0 58.3 16.7 sugar, copper, zinc and lead increased their proportion in 


Source: Compiled by the Economic Commission for Latin 
America, on the basis of official statistics. 


the total exports. Although these were the most outstand- 
ing changes in 1952, fluctuations also occurred in the 
quantum of other exports. 


Table 123. Republic of Panama: Quantum of imports, by groups* 


Average Average 
1947-49 1950 1951 1952» 1947-49 1950 1951 1952» 
(millions of dollars at 
1948 prices) (percentage of the total) 

OPAL asters a soepegts 82.8 (hfe! 78.6 89.9 100.0 100.0 100.0 100.0 
Consumer goods....... 55.6 58.6 60.2 66.1 67.1 75.9 76.6 73.5 
Raw materials......... UE 5.5 6.7 7.5 9.2 Uo! 8.5 8.3 
Buel Si-reicisieussaelmicvensnsue 4.1 2.8 eal 2.4 5.0 3.7 1.4 200 
Capital goods.......... 15.5 10.2 10.6 13.9 18.7 13.3 13.5 15.5 


Source: Compiled by the Economic Commission for Latin America, on the basis of official 
statistics. 

« The f.o.b. figures indicated in official statistics were transformed into ree freee by using the 
weighting factors published in International Financial Statistics, of the International Monetary Fund. 

> Estimated on the basis of provisional data. 
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In 1951 and 1952 petroleum accounted for 23.9 and 
29.2 per cent of the over-all quantum of Latin-American 
exports. In these two years, exports shipped from Colom- 
bia, Mexico, and Ecuador were higher than in 1947-49, 
but the sharp upward tendency was largely determined by 


Table 124. Republic of Panama: Quantum of selected 


imports 
Average 
1947-49 1950 1951 1952 
EE SS 
dollars at 
1948 prices) (1947-49 = 100) 
[NON GEE are aes oo 82.8 93.1 94.9 108.6 
Consumer goods......... 55.6 105.2 108.2 118.9 
MOOdStUES 5). © cus. elie 18.0 iMal e 127.8 126.1 
Textiles and clothing.. 13.2 115.9 103.8 162.9 
Pharmaceutical goods 
and toilet articles... 2.1 100.0 123.8 147.6 
Motor vehicles....... 4.8 120 145.8 87.5 
Domestic appliances... 3.1 106.5 93.5 77.4 
Raw materials.......... 7.6 72.4 88.2 98.7 
\iGig ACRE eenaCeed okenome 0.3 166.7 13353 133.3 
Chemical products.... 3.4 82.4 120.6 126.5 
LEIS Ya RNS Aad Sie cao ie 4.1 68.3 26.8 58.5 
Capital goods........... 15.5 65.8 68.4 89.7 
Building materials.... 3.3 54.5 60.6 60.6 
Other materials...... 3.1 74.2 90.3 100.0 
Agricultural machinery 
and equipment..... It 100.0 81.8 245.5 
Transport and commu- 
TLCATIONS).  sfasials ataie 4.7 93.2 57.4 72.3 
Industrial and miscel- 
LAaNGOUS)- ci sisie to ore 3.3 75.8 66.7 81.8 


Source: Compiled by the Economic Commission for Latin 
America, on the basis of official statistics. 
* Preliminary figures. 


Venezuela, which in 1951-52 exported a little over 90 
per cent of the petroleum from the region. 

In contrast to petroleum, practically no wheat and 
wheat-flour were exported from Latin America in 1952. 
Owing to the intense drought of the preceding year in 
Argentina, only 63,000 metric tons were exported by that 
country. In 1950 and 1951 total shipments of these two 
commodities had surpassed their 1947-49 levels, by 27.8 
per cent and 18.1 per cent respectively, although the 
volume was well below pre-war export figures. 

The position of maize is similar. A sharp decline of ex- 
ports was observed in 1950, 1951 and 1952, as a result 
of the substantial decrease in the area on which this cereal 
was sown in Argentina and the years of serious drought. 
The contraction of the export quantum in 1951 and 1952 
represented 72 and 67 per cent as compared with 1947-49. 

Beef exports likewise declined considerably in 1951 and 
1952. This trend was already apparent in previous years, - 
resulting from the serious droughts which affected cattle 
stocks and the sharp increase of Argentina’s domestic 
consumption. An interruption in shipments to the United 
Kingdom during the first half of 1951 was also responsible 
for this downward trend. Because of the striking fall in 
Argentine exports, those from Uruguay rose in relation 
to 1947-49, although the Uruguayan total was smaller than 
in 1950. In 1951, the small volume of exports from Brazil 
also diminished. 

In 1951 and 1952 there was also a sharp drop in wool 
exports from the region, which fell 52.3 and 29.7 per cent 
in relation to 1947-49. The reduction of almost 50 per 
cent in the international price in April 1951 caused ship- 
ments from Argentina and Uruguay to be suspended. 
However, in mid-1952, exports were renewed so that the 
1952 volume was greater than that of 1951 and similar 
to that of 1949. 


Table 125. Latin America: Quantum of exports of fifteen principal products 


Average Average 

1947-49 1950 1951 1952» 1947-49 1950 1951 1952> 

(millions of _ 

dollars at 

1948 prices) (1947-49 = 100) (percentage of the total) 
Coleo se sare siamese 850.3 89.2 95.1 97.3 13.4 11.6 12.5 14.8 
Cotton Aarne sataces 258.0 103.7 107.3 90.7 4.1 4.1 4.3 4.2 
WOCOd fa ctiter cla, oe 129.5 124.4 96.9 74.3 2.0 PARIS) 1.9 ley 
Bananasy).u a0 ais Bile 96.0 96.0 103.6 0.8 0.8 0.8 0.9 
DUIBAL Hetty sisins cede 636.9 89.9 98.4 97.3 10.0 8.8 9.7 12 
BeGhag eee his sects 178.0 82.0 74.9 50.4 2.9 Pay? Dial 1.6 
Wools Male eee ies 182.3 112.4 47.7 70.3 2.8 3.0 13 2.3 
Wheat and wheat- 

Hours 411.7 127.8 118.1 10.5 6.5 oil! Tes 0.8 
Maize sb a cctyne es 203.3 39.4 28.0 33.0 3.2 if? 0.9 V2 
Petroleum and its 

by-products..... 1,187.7 116.1 130.4 137.1 nes ad 21.1 23.9 29.2 
Copperisisc ss. 224.5 89.0 88.5 90.5 3.5 Bed See SAO) 
Ds tascaatecsenesteoges 84.6 90.1 95.0 91.6 ie 3) Wee ie, 1.4 
Silver Avs sscav ee 36.9 108.9 80.2 52.2 0.6 0.6 0.5 0.3 
ZING 24 sclchar Misi 5 34.3 113.6 128.9 148.9 0.5 0.6 0.7 0.9 
Lead ite nbs lea te 91.3 32-0) 110.2 122.8 1.4 1.9 1.6 2.0 


Source: Compiled by the Economic Commission for Latin America, on the basis of officia 


statistics. 


1 


ae National export statistics often adopt arbitrary valuation methods for certain commodities, 
particularly bananas and certain minerals. Although it is evident that the prices of commodities in 
this category are undervalued, the actual value is not known and the official figures are thus used in 


the above table. 
+ Provisional estimates. 
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The level of coffee exports in 1952 was slightly higher 


“than in 1951 and also than the low 1950 figure. Neverthe- 


less, 1952 exports were slightly below the 1947-49 average. 


_In view of the high proportion of Brazilian and Colom- 


bian coffee in relation to total coffee exports from this 
area, the decline can largely be attributed to the down- 
ward trend of shipments from these two countries, counter- 
balancing the small increases observed in other countries. 
It should be recalled that coffee exports in 1947 and 1948, 
particularly from Brazil and Colombia, were higher than 
usual since stocks from preceding years were sold. 

Cotton stocks in both 1947 and 1948 affected the volume 
of exports of this fibre. Consequently, 1952 exports, which 
were lower than those of 1951, were likewise below the 
average observed in 1947-48. This was largely the result 
of a sharp contraction in Brazilian cotton exports in 1952, 


although in 1951 this country had contributed 43 per 


cent of the total cotton exports from the area. On the other 
hand, exports from the two other outstanding producers 
of this fibre—Peru and Mexico—showed a large increase 
in 1951 and were substantially greater than 1947-49. 

The fluctuations of the three other products of tropical 
agriculture, namely—sugar, bananas and cocoa, differed. 
In 1952 sugar declined slightly, bananas rose and cocoa 
decreased appreciably. Sugar exports, although 1.6 per 
cent lower in 1951 than 1947-49, rose in 1952 as a result 


of increased production in Cuba. In 1951 Cuban exports 
made up 86 per cent of the total sugar exports from Latin 
America. A decline was noted in exports from Brazil 
and Peru (which recovered in 1952) while those of Haiti 
and the Dominican Republic increased in 1952. Cocoa 
exports in 1951 were 3 per cent below 1947-49 and de- 
creased by 25 per cent in 1952 as compared with 1947-49. 
Between 1947 and 1951 sharp variations were observed 
in cocoa exports from all the Latin-American producer 
countries, particularly Brazil, which provided 60 per cent 
of the total volume shipped from the area. Banana exports 
were higher in 1952 than in 1951, nevertheless, Brazilian 
exports dropped sharply in 1952 as a result of droughts 
which affected production. Reference should likewise be 
made to the fact that, although in 1947-49 exports from 
Ecuador amounted to only 6 per cent of total Latin- 
American banana exports, the appreciable relative in- 
crease of its 1952 shipments placed this country among the 
main exporters of this fruit. 

In addition to petroleum, among other important mining 
products the relative positions of zinc and lead also im- 
proved during 1952, being 48.9 per cent and 22.8 per 
cent, respectively, above the period 1947-49. Both Peru- 
vian and Mexican zinc exports contributed to the stability 
of the quantum of these exports. In contrast to zinc, 
exports of other mining products dropped sharply. Copper 


Table 126. Latin America: Export prices and the terms of trade, by products * 


(1948 = 100) 
Products 1947 1949 1950 1951 1952» 
Export prices 

Maizeries ai iacecdaco ah aept voiee se 87.1 70.9 52.8 98.0 aA 
Wheaties; » alone Raciateeitaac en chet 71.8 (alae 31.3 43 .3 45.0 
Beeliriara s, ss acuetaels Poire aac = 89.5 139.3 103.3 135.3 144.0 
Goeoa es. oi ieietie x eee Vall 49.0 Tord 89.3 111.3 
Coffeen fi... 549 nce nee a one: 101.4 116.3 208.0 230.6 216.4 
Cotton... coe nce shores 82.4 109.7 114.9 203.9 syed 
Ti SeeMe ae ses Se ertiae varie hon eeatata 80.2 99.4 94.1 epee 115.0 
Coppers .dotastey seam eer Nera + 94.5 92.6 92.8 114.3 136.0 
Sugarsc xy 1 een eee ee 113.1 101.0 108.5 114.4 101.0 
DUNO stad cto. vectersromptepne Mate ers, wet 100.3 94.0 97.2 118.4 112.0 
Bamandsits ssh setae eens ee eae kite 100.9 101.1 100.7 127.2 126.0 
Vil eee er nis CRORE rica est one 102.5 101.0 L13:.3 158.4 rs 
Greasy Wool...)..f adh: sales oe 86.1 118.7 145.7 177.6 105.0 
Petroleum...) cases ae ete 72.5 97.8 94.8 97.3 97.8 

Tora or 14 propucts 85.9 97.6 102.1 116.6 106.8 

Terms of trade for imports 

Wai ZO) 85, seh a acapccdeteenr chars tears ete eke 95.4 73.8 61.3 95.1 aa 
WIRGABS. fis a. atd a tales lovetehaie loners 78.6 74.6 43.3 42.0 43.7 
Beek Brac. sc-cnsicetoaatrhorrserse aiere 98.0 145.0 119.8 131.2 139.8 
Cocoa... acr.aeioee ob ee as 77.9 51.0 85.5 86.6 108.1 
Coffee te i victs onda aes ce ce Vigil 121.0 241.3 BEN Ut 210.1 
Gotton se j..iGrae  Setantaeatece atin ides 90.3 114.2 13323 197.8 152.7 
ERDAS ae) » Wy aaeere: pantetahs fork ain gates 87.8 103.4 109.2 1272 ayaa 
Coppers Rode ane cn into deniers 103.5 96.4 107.7 110.9 132.0 
SUPSTUS Cc. Mareen ah Cre ae 123.9 105.1 125.9 111.0 98.1 
SUVET vaca cial Aetratechaoneianeet ake 109.9 97.8 112.8 114.8 108.7 
IBaMAan as was jesemcicte etheteate ese te oite 110.5 105.2 116.8 123.4 122.3 
DNR: EON cern Renter cy.5 HESS 123) 105.1 131.4 SS reset ie 
Greasy*woolw duis taienetaiiatw se 94.3 123.5 169.0 172.53 101.9 
Petroleunt.. 3.2.5 sem ta Gere ests, er 79.4 101.8 110.0 94.4 94.8 

Tora or 14 propucTs 94.1 101.6 118.4 MBO! 102.9 


Source: Economic Commission for Latin America, on the basis of official statistics. : AY 
8 The indices in this table are based on export and import prices shown in official statistics, 


converted to dollars. 
b Provisional estimates. 
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Plate 37 
TERMS OF TRADE BY PRODUCTS, IN LATIN AMERICA, 1947-52 
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exports, affected largely by Chile, have been lower since 
1950 than the 1947-49 level. Mexican exports rose slightly, 
while those from Peru maintained the same level. 

Although in 1951 tin exports had to some extent risen 
_ from their low level of 1950, they did not reach the 
average for 1947-49; in fact, they subsequently declined 
» in 1952 as the result of partial suspension of shipments to 
_ the United Kingdom and the United States. 

Lastly, silver exports in 1952 suffered a further sharp 
fall, after their contraction in 1951, when the quantum 
of exports was 47.8 per cent below the 1947-49 average. 


4. THE TERMS OF TRADE OF SELECTED EXPORT PRODUCTS 


The prices of fourteen main Latin-American exports * 
were, in the whole, lower during the third and fourth 
quarters of 1952 than during 1951. This will be seen with 
extreme clarity in the case of wool, the price of which 
dropped sharply in April 1951, and to a less extent, in 
connexion with cotton, sugar and wheat. Among the 
metals group, this decline likewise affected tin and zinc, 
although on a smaller scale than other items indicated 
above. On the other hand, certain agricultural products, 
such as coffee and bananas, revealed a marked degree of 
stability as regards the high prices attained in the course 
of 1951. 

The slight upward trend of Latin-American import 
prices throughout 1952, as compared with 1951, caused 
a deterioration of 9 per cent in the 1952 terms of trade 
of these fourteen exports in relation to the preceding 
year. (See plate 37 and table 126.) 

In 1951, the terms of trade had already dropped 4.5 
per cent below their level for 1950, which had been the 
highest of the post-war period. Although prices of all 
the fourteen products selected were higher in 1951 than in 
1950—in some cases the difference was quite appreciable 
—it should be recalled that the increment to import prices 
was likewise substantial; indeed, the advantages gained 
by the high export price level were annulled and in the 
case of some commodities, such as wheat, coffee, sugar 
and petroleum, the upward trend of import prices caused 
a weakening in the terms of trade for imports in general. 


*The fourteen exports selected are shown in table 126. To- 
gether, they account for approximately 70 per cent of total ship- 
ments from the region. 


With the exception of the prices of maize, wheat, cocoa 
and petroleum the terms of trade of the remaining com- 
modities in 1951 were more favourable than those of 
imports. Special attention should be drawn to the inten- 
sity of this trend in the case of coffee, cotton, wool and 
zinc, and, although important, to a lesser degree in the 
case of tin, copper, sugar, silver, bananas and beef. High 
wool exports were limited to the first four months of 1951, 
which explains why the sharp drop in international wool 
prices, beginning in April, is not reflected in the corre- 
sponding indices. A downward trend was observed in the 
terms of trade for maize and wheat (4.9 per cent and 58.0 
per cent, respectively) during 1951, as compared with 
1948, when they had reached their highest level, equal 
to that of 1937. Hence the 1951 figures represent a 
deterioration, in absolute terms, in the case of both these 
products. The position of petroleum was fairly similar. 
By contrast, despite a weakening of 13.4 per cent in 1951 
as compared with 1948, cocoa remained at an exception- 
ally high level, owing to the substantial difference between 
export prices in 1948 and 1937 (more than 600.0 per 
cent). 


Table 127. Latin America: Coffee. The terms of trade 


(1948 = 100) 
1924 218.9 IE rreitec Sarees 110.9 
1925 237.4 ME emacs 8 100.0 
LO DG eerrstceerers 204.8 TRO4Oevorerans ays 125.1 
1927 168.2 1950 sisi eases 262.9 
VO 28 vets sss cs 209.0 IW AR tonoo 5 240.5 
Shusocmoedoce, Sangean I Hee onenecc  e7Alee) 


ee 
Source: Economic Commission for Latin America, on the basis of 
official statistics. 


The favourable terms of trade for other products in 
1950 and 1951, as compared with 1948, only implied, 
in most cases, a recovery to levels attained in earlier 
periods. For instance, the terms of trade for coffee in 
relation to imports were much more favourable in 1950 
and 1951, yet these figures merely corresponded to similar 
levels reached in 1924 and 1925. (See table 127.) This 
long-term aspect is a prime factor in assessing the present 
levels of the terms of trade, which, in fact, have tended to 
weaken since 1951. 


Part IIT 


TRENDS IN THE PRINCIPAL SECTORS OF PRODUCTION 


Chapter I 


AGRICULTURE! 


1. INTRODUCTION 


During the last few years, the external and domestic 
conditions under which Latin-American agriculture has 
developed have generally proved favourable to a produc- 
tive increase and an uninterrupted process of investment 
and reinvestment. Firstly, world prices for agricultural 
products remained satisfactory over a long period; 
secondly, development programmes and the relatively 
high level of domestic incomes have created a steady 
demand, in many cases unsatisfied, for basic consumer 
products. Nevertheless, although several countries suc- 
ceeded in raising production, either for domestic con- 
sumption or export, others laboured under powerful de- 
pressive factors. This applies to Argentina, whose influ- 
ence upon the figures for Latin-American agriculture is 
so great that the progress recorded in 1951 and 1952 by 
the other countries was completely offset by the pro- 
nounced decline in Argentine production for this period. 
Thus, the region’s aggregate production (including Argen- 
tina) fell by 2 per cent during 1952; but, if Argentina is 
excluded, a rise of 7 per cent is apparent. Furthermore, 
while per capita production for the entire region is esti- 
mated at 4 per cent below the 1948 figure, and 11 per 
cent below that of the pre-war period, with the exclusion 
of Argentina, these results are converted into increases 
of 8 and 6 per cent, respectively. 

The decline in Argentine production was particularly 
acute in the cases of meat, potatoes, wheat, maize and 
other cereals. Excluding Argentina, the region’s wheat 
production in 1952 rose 11 per cent above the 1948 figure, 
but when the figures for Argentina are added, the result 
shows a decrease of 45 per cent. Similar comparisons may 
be made for the other crops, for foodstuffs as a whole and 
for industrial oilseeds in addition. Although other coun- 
tries also registered decreases for certain products during 
1952—e.g., rice and tobacco in Brazil, cotton and bananas 
in Mexico and potatoes in Peru—their effect on the total 
production of the area was not nearly as marked as that 
of the Argentine cereals and oilseeds, and were in any 
case largely offset by the higher output of cotton, hard 
fibres, sugar, cacao, coffee, edible oilseeds and other 
commodities. 

Nevertheless, the Argentine agricultural crisis of 1951-52 
cannot be considered as an isolated phenomenon, since, 
directly or indirectly, it affected not only the supply of 
available foodstuffs for various other Latin-American 
countries, but also the balance of payments and the plans 
for economic development of a considerable sector of the 
region. Moreover, at the time of this crisis—brought on 


1The basic material and the interpretations contained in this 
chapter were prepared by the Agriculture Division, which is jointly 
staffed by the Economic Commission for Latin America and the 
Food and Agriculture Organization of the United Nations. 
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by two consecutive years of drought—the policy of high 
agricultural prices followed in Argentina, as well as other 
elements in this country’s economic policy, encouraged 
a closer study of the problems of agricultural production 
in all those countries where development programmes of 
importance were being carried out. 

In some countries, the efforts now being made in the 
field of agriculture represent a fundamental change of 
attitude towards this activity. During the last few years, 
development in the more representative areas of Latin 
America has been by preference directed towards indus- 
trialization, a policy which has absorbed the more vigor- 
ous part of the stimulus provided by governments and 
private enterprise. A number of the smaller countries have 
adopted a similar policy. Moreover, the restrictions on 
international trade, resulting from the Second World 
War and the period immediately following it, led to a 
situation particularly favourable to the growth of industry. 

In certain cases, action within the sphere of economic 
expansion had the effect of devirting resources, directly or 
indirectly, from agriculture into other sectors. In some 
cases, governments have attempted to isolate domestic 
prices from the fluctuations on overseas markets. This 
has been attempted through the centralization of official 
purchasing for export, causing a proportion of the farm- 
ers’ profits to be absorbed and withdrawing much of the 
incentive to produce for the high prices available on the 
world market. Elsewhere, similar effects were caused by 
price controls. Capital transfers, which such measures 
of economic policy were designed to encourage—and 
which in certain circumstances might have proved bene- 
ficial to the general economy—have contributed to widen 
the breach existing in some countries between agricultural 
production and demographic growth.? Similarly, they 
have helped to intensify the tendency whereby agricultural 
savings do not usually return to the land in a sufficient 
quantity either to stimulate investment or to maintain it 
at an adequate level to prevent a decline in productivity. 
In some countries, the internal processes of inflation have 
operated in a similar manner, causing a deterioration in 
the terms of trade for agriculture and inducing farmers to 
buy land, thus withdrawing from circulation funds which 
might otherwise have been used to increase productivity. 

Recently, and in specific cases, the problem of foreign 
exchange shortages has become acute. Firstly, it has 
hampered adequate imports of the necessary machinery, 
equipment, fertilizers and insecticides required to increase 
productivity in accordance with official agricultural de- 


2 This breach appears in Latin-American agriculture as a whole. 
If Argentina is excluded, per capita production is higher, as already 
noted. However, there are a number of countries, such as Chile, 
Guatemala, Paraguay and Bolivia, where agricultural production 
shows a per capita decrease. 
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velopment programmes. Secondly, such shortages prevent 
the satisfaction of the potential demand either for these 
imports in farming areaas or for crops with a tendency 
opposed to the general decline. 

If the behaviour of Latin America’s agricultural exports 
as a whole is studied, it wll be found that they have also 
continued to decline substantially. This factor underlines 
the obstacles hindering the region as a whole from support- 
ing its rapidly growing population and from maintaining 
agricultural exportable surpluses at levels which would 
permit capital goods imports to meet development re- 
quirements. However, certain products, which are readily 
absorbed, have not, through the quantum of agricultural 
exports, fully satisfied a world demand caused by in- 
creases in real income among the principal consumers, 
the industrial centres, and reflected in their high price on 
the international market.2 These statements—qualified 
though they may be in certain specific cases, particularly 
Cuba and Mexico—nevertheless apply to the countries of 
the region as a whole. In this connexion allowance must 
be made both for the minimum period necessary to 
expand the productive capacity of each agricultural 
activity and the reactions of domestic demand caused by 
the rise in income, such as the changes in that demand to 
the benefit of some activities and to the detriment of 
others which the displacement of productive factors might 
have provoked. All these facts are of profound signifi- 
cance when it is considered that the export capacity of 
agriculture forms Latin America’s most powerful asset 
for its purchases from abroad and is the dynamic external 
impetus for its economic development. 

This process and the concern it has engendered is re- 
flected in various programmes for the expansion of 
agriculture. Thus an effort has been made to stimulate 
domestic production of foodstuffs and raw materials of 
agricultural origin, with the object of increasing the 
capacity to import capital goods. This new interest ‘in 
encouraging primary activities does not by any means 
indicate a decision on the part of the Latin-American 
countries to continue as entirely agricultural entities or 
to ignore industrialization. In reality, it represents a more 
balanced view of the whole problem of development. 
During the last few years the conviction has grown that 
the ultimate objective of government action is economic 
development, and that the problems confronting a country 
cannot be resolved by isolated measures, but require a 
far-sighted policy, by means of which the structure of 
‘production and the composition of imports may be modi- 
fied. Under a policy of this nature, industrialization must 
necessarily advance hand in hand with technological 
progress and the expansion of agriculture, profiting from 
the considerable possibilities for increasing the yield 
from the land and labour productivity as well as for 
expanding the present areas of cultivation. In Argentina, 
for example, the promotion of agricultural and stock- 
raising activities was again reflected in recent official 
statements on economic policy in which the inter- 
dependence of industrial and agricultural development 
is the central theme. 

This revival of public interest in the problems of agri- 
cultural production is common to the whole of Latin 
America, and is being crystallized in the form of govern- 


8TIn addition, in the case of Brazil, certain export commodities 
have met with difficulties due to the maintenance of an exchange 
rate which does not represent the true purchasing power of Brazilian 
currency. 


ment development policies which make use of new, and 
more efficient, expedients. The industrialization already 
achieved has itself created facilities and incentives for 
the growth of primary production. This principle of 
stimulating agriculture takes different forms, though, in 
particular, the increase of public expenditure in this 
sphere should be noted, together with the greater attention 
paid to the services for research, training and credit, the 
establishment of subsidies and systems of minimum 
prices and, in some cases, the co-ordination and putting 
into effect of production programmes with definite 
objectives, the significance of which it would be super- 
fluous to underline. In their later phases, moreover, the 
measures listed above have been able to utilize the United 
Nations Expanded Programme of Technical Assistance 
and the collaboration of other domestic and foreign 
organizations. 

With the exceptions of Mexico, where the government 
has continued to invest substantially in irrigation, and 
Brazil, where the clearing of new areas is proceeding 
spontaneously to replace those which have been over- 
cultivated, official agricultural development schemes are 
devoted more to technological improvements and the 
intensification of existing activities than to expansion 
through the incorporation of new areas. This preference 
seems to be based upon the high costs of opening up new 
lands for cultivation, and probably upon the minor suc- 
cess achieved by some earlier colonization schemes. 
However, the method of developing agriculture by in- 
creasing the area cultivated has not been abandoned 
altogether. Although requiring heavy initial investments, 
it forms an easier and more direct means of increasing 
production. More important still, the results obtained are 
similar to those observed when techniques are improved, 
through the necessity for relieving the excessive pressure 
of the population upon the resources in certain sectors 
of the existing cultivated areas. In the over-populated 
agricultural zones it is the task of the city to absorb the 
surplus labour. Nevertheless, the accomplishment of this 
mission (at the present stage of development and par- 
ticularly in certain specific places) may well be hastened 
by the addition of new arable areas, not only because 
the absorption of workers in industry is still a slow 
process in Latin America, but also because there are 
possibilities of agricutural expansion and the effect of 
such growth on the gross geographic product might be 
greater than that exercised by industry. 

However, it may readily be understood that an interest 
in this subject and the drafting of programmes are not 
of themselves sufficient to produce the desired results. 
It would be premature to assess the soundness and 
efficacy of the measures which have been adopted to date, 
some of which will be discussed in detail further on. 
It is appropriate to point out that new government policies 
are, in most cases, faced with various adverse factors, 
combining to weaken the productive force which other- 
wise could be developed. Among these factors, three are 
outstanding. Firstly, there is the lack of reinvestment in 
certain sectors of Latin-American agriculture, especially 
coffee in Brazil and cereals in Argentina. A second ele- 
ment is the long interval required to raise the productive 
capacity of coffee and the difficulties in purchasing the 
machinery needed to cultivate cereals in Argentina. Fi- 
nally, there exists the pressure of internal inflation, which 
largely counteracts the incentives to increase production 
arising from high world prices. These factors tend, 
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Table 128. Latin America: Quantum of agricultural production * 


(1948 = 100) 
a a a a a a 
Including Argentina Excluding Argentina 

1934-38 1949 1950 1951 1952 1934-38 1949 1950 1951 1952 
Whe aks ce ¢ auch ieceai ele oteraeia ore ons teas 87 88 84 93 55 70 108 97 103 lll 
Maize ios ons Ie ee ree Ciara ote tee 113 92 78 94 92 92 104 107 114 117 
IRICO) erro ere craters ete weraeersnein ty 46 108 116 122 117 AT 109 116 122 115 
Other:cereals Oi io. craree i re rssotestens 78 89 73 107 62 89 LLG us 118 126 
Rootsiand tubers ene c ce eee = 63 103 102 106 102 63 105 101 199 104 
Dried vegetables 4................ 76 105 108 110 104 77 105 108 109 104 
Edible-ovlseeds) Ne eases 52 113 102 118 118 80 115 123 129 154 
Sugar’... oa oebepracposm cer ears = 55 94, 95 101 117 54 94, 95 101 117 
Gacaoin cretion crests eres ane 116 120 127 105 129 116 120 127 105 129 
Bananas ten tector cette hetero See 75 103 110 115 117 GS) 103 110 115 117 
Meats! Sit ciis, agers seersmiststausre soy ecrate 86 103 109 110 104 88 100 110 lil 113 
Total foodstug]smsusemimeneeie 0.125 78 99 98 105 100 72 102 105 109 115 
Foodstuffs per capita.........-..- 98 97 94, 99 92 91 100 101 103 106 
Coffee sczccars shesraa tejsies abled ae ei < 122 103 105 104 112 122 103 105 104 112 
Other'stimulants, ©...) 06.50.5250. 79 91 98 93 98 81 94 94, 96 90 
Total’ stimulants an. weten siete 2-1-1 = 107 99 102 100 107 lll 100 102 102 106 
Stimulants per capita............. 135 97 98 94 99 140 98 98 96 98 
Lanseed.y 6 etek stesso ee ekas he eae 178 55 74, 65 44, 70 120 76 92 123 
Other industrial oilseeds »......... 67 98 92 90 94 69 96 89 87 90 
Total industrial oilseeds........... 141 69 80 74 59 69 100 85 87 95 
Industrial oilseeds per capita....... 178 68 77 70 54 86 98 82 82 88 
Gottoniiasien ts. mire y-eeree crete. ate 103 130 147 141 173 109 135 146 147 178 
DW iO Ol eee, Uriegtic waka ee pore cara cates 82 94, 100 99 106 86 96 108 109 121 
Hard fibres:! fojcmrs. ose sccirs «orien 73 114 109 122 Tt 79 118 108 121 115 
DL OLGL LUNGS aie tee eee a 95 112 127 LP 152 105 118 132 138 168 
Habyes\ pers COpitdie om ie arene ea 119 110 122 119 141 131 119 127 130 150 


TOTAL AGRICULTURAL PRODUCTION. 85 99 101 106 104 82 103 107 109 117 
AGRICULTURAL PRODUCTION PER 
(HN WO Nes tan hoa a eee 107 97 97 100 96 102 101 102 103 108 


Sources: The production figures used in this study differ in three aspects from those published in reports and year- 
books of the Paod aud Agriculture Organization of the United Nations: (1) When the agricultural and calendar years 
do not coincide figures are given for the year of harvest, because production of the Southern Hemisphere is of greater 
importance to ECLA reports; in other words, “Agricultural year 1951-52” is considered as 1952. It should be noted that 
the practice followed in this study is the same as that of publications in Brazil, Uruguay and other countries; (2) data are 
included for the twenty Latin-American countries except Bolivia and Haiti (which is only considered for coffee and sugar), 
since complete statistics are lacking and also excluding non-self governing territories of countries outside the region; and (3) 
an attempt has been made in this study to use, in every case, series which contain the latest revisions of information 
previously published by governments; this is particularly the case of Argentina, Brazil, Chile, and Mexico. The names 
of the principal publications and organizations providing these data are given below: 

Argentina, Sintesis Estadistica Mensual de la Republica Argentina, Ministerio de Asuntos Técnicos, Presidencia de 
la Nacién, 1947-53; Brazil, Produgao Agricola, Ministério da Agricultura, Servicio de Estatistica da Produgao (Orgao do 
Instituto Brasileiro de Geograffa e Estatistica; Chile, Estadistica Chilena, Direccién General de Estadistica and Boletin 
de Informaciones Agropecuarias. Direccién General de Agricultura; Colombia, Economia Agricola de Colombia, Apéndice 
Kstadistico del Informe de la Misién Currie and Boletines del Ministerio de Agricultura; Cuba, Anuario Azucarero, Comisién 
de Propaganda y Defensa del Tabaco Habano, and Instituto Cubano de Estabilizacién del Café; Ecuador, Direccién Técnica 
de Agricultura, el Ecuador en Cifras and Banco Central; Mexico, Direccién de Economia Rural de la Secretaria de Agri- 
cultura y Ganaderfa and Informe de la Comisién Mixta del Gobierno de México y el Banco Internacional de Reconstruccién 
Reap mene 1952; Paraguay, Boletin Estadistico del Banco de Paraguay and information from STICA; Peru, La Renta 

acional del Pert, 1951, Banco Central de la Reserva del Perti and data from SCIPA; Uruguay, Recompilacién de la Esta- 
distica Agropecuaria 1950, and Boletines del Ministerio de Ganaderia y Agricultura, Direccién de Agronomia, Seccién 
Economia y Estadistica Agraria; Venezuela, Cuadernos de Informacién Econémica de la Corporacién Venezolana de 
Fomento and Boletin del Banco Central de Venezuela. 

When annual figures, or those for the most recent data, were lacking, private estimates which appeared in non-official 
documents were ha 

* The total indices in table 128 differ from those published previously by FAO both in size, since they cover 40 
products and not 30, and in weighting, which was based on 1948 prices. 

6 Oats, barley and rye. 

° Potatoes, manioc and sweet potatoes. 

4 Kidney beans, peas, lentils, cow peas and broad beans. 

® Cottonseed, sunflower seed, peanuts and sesame. 

f Extraction figure (slaughterings plus exports minus imports) for cattle, sheep and pigs. 

® Tobacco, wine, yerba maté and tea. 

h Castor oil, babassu and oiticica. 

i Hemp, sisal, formio and agave. 
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moreover, to curb developments in the composition and 
structure of land tenancy, the traditional relationship 
between capital and labour and the attitude towards these 
problems prevailing in some quarters. This last is of con- 
siderable importance, since it is also the opinion of those 
who maintain that subsistence farming possesses certain 
advantages and that a policy of conservation favourable 
to the development of small family holdings should be 
followed. 

Finally, the growth of domestic consumption arising 
from increases in real income—the fixed objective of 
development, in view of the low levels of consumption of 
the greater part of the population in Latin America— 
tends to reduce the volume of agricultural products avail- 
able for export, to such a degree that, in order to maintain 
them at the pre-war level, the countries concerned will 
have to make much greater productive efforts than were 
necessary during the earlier period. 


2. PRESENT POSITION OF AGRICULTURE 


(a) General outline 


The downward trend of production, evinced by aggre- 
gate statistics for the region, is determined mainly by the 
influence of cereals in Argentina and coffee in Brazil. 
Total agricultural production for 1952 was 2 per cent 
less than in 1951, a mere 4 per cent more than in 1948 
(the base year taken for the following calculations), and 
only 22 per cent greater than before the war, as repre- 
sented by the period 1934-38 (see table 128 and plate 41). 
With a population growing at the rate of nearly 2 per cent 
annually, per capita production thus shows an almost con- 
tinuous decline. In 1952 Latin-American agriculture 
produced 4 per cent less foodstuffs and raw materials 
per capita than in the previous year, or in 1948. If the 
comparison is made with the period immediately prior 
to the war the per capita decrease is in the neighbourhood 
of 10 per cent. 

This situation in the agricultural sector of the Latin- 
American economy has mainly affected exportable sur- 
pluses (especially those of foodstuffs and commercial 
oilseeds) and has continued to be reflected in the foreign 
trade in these products. In spite of important increases 
shown in the price indices of exports, and of the con- 
tinued growth of real income in the United States and the 
United Kingdom (traditionally the principal purchasers) , 
total Latin-American agricultural exports in 1951, ex- 
pressed in terms of 1948 prices, were only 88 per cent 
of the 1948 figure and 73 per cent of that for 1937 (see 
table 129). In accordance with the provisional agricul- 
tural production indices for 1952, it is to be expected 
that the volume of exports will register a new and pro- 
nounced contraction. Exports of wheat may be taken 
as practically nil, and those of maize, linseed and meat 
considerably diminished, in relation to the already low 
levels of 1951, on account of the destruction caused by 
drought in the River Plate area. A slight rise in cotton 
and banana exports may be forecast, due to the produc- 
tive increase of the former in Brazil and the latter in 
Ecuador. Similarly, a substantial improvement in wool 
exports is anticipated, by reason of the accumulated stocks 
of the previous season and of sugar, because of the very 
large Cuban crop. The principal remaining exports, in- 
cluding coffee, are expected to remain at practically the 
same level. Under these circumstances, the quantum of 
Latin-American agricultural exports for 1952 was barely 
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Table 129. Latin America: Quantum and prices of 
agricultural exports and real income in the United 
States and the United Kingdom 


(1948 = 100) 
Volume Export Real income Real income 
Year exported * prices * United United 
States Kingdom 
Pre-war (1937)........ 120 31 Sy! 84 
OAT Rect aaiods ec, Haare 101 88 96 98 
ROA Gira te myete Aster erats sic 100 100 100 100 
LOAO Sree eters aterer er 89 98 98 104 
SB, Gone ach onGog tr 94, lll 107 106 
ISU ap oos aeons omer 88 137 115 101 


Sources: The series on quantum and prices have been drawn up 
based on official statistics. The series on real income was calcu- 
lated using data published by the International Monetary Fund. 

4 Includes exports of coffee, cacao, linseed, linseed oil, wheat, 
wheat flour, rice, maize, bananas, sugar, cotton fibre, wool, beef 
and hides. 


75 per cent of the 1948 figure and 62 per cent of the pre- 
war total. 

In addition to the fall in production, other factors, par- 
ticularly in the rapid growth of the population, the rise 
in the level of income, resulting from the improvement in 
the terms of trade in the majority of the Latin-American 
countries, and the high degree of activity in other sectors 
of the economy, have caused an increase in the domestic 
demand for foodstuffs and textile fibres, thus limiting still 
further the exportable surpluses of agricultural products. 
For example, meat consumption in Argentina between the 
pre-war years and 1951 rose by 400,000 metric tons, and 
that of wheat by 560,000, while the production of the 
former increased by only 166,000 tons and in the case of 
the latter actually decreased by more than a million tons. 
In Brazil, despite the fact that wheat production increased 
with great rapidity during this same period, the expansion 
was not even sufficient to balance the increase in consump- 
tion. While production rose from 144,000 to 423,000 tons 
(an increase of 279,000), consumption grew from 
1,140,000 to 1,700,000 tons (an increase of 560,000). 
In Peru, whereas sugar output grew by 80,000 tons and 
that of cotton by 1,400, consumption of the former rose 
by 106,000 and that of the latter by 5,400 tons. 

In most of the countries concerned—especially in those 
which have traditionally been net importers of foodstuffs 
—the increases in consumption have not been covered by 
domestic production. This is due, in certain cases, to the 
fact that production has risen at a slower rate of growth 
than the population; in others, to the fact that the devel- 
opment of production has not kept pace with the effective 
demand created by the rising level of incomes and greater 
urbanization. In other cases still, the gap is due to the 
diversification of food supplies by articles which cannot 
be produced economically within the country. Under 
these conditions, the volume of foodstuffs imported into 
Latin America continued to increase rapidly, until in 
1951 it was 36 per cent greater than in 1948 and more 
than double that of 1937. Three countries—Brazil, Cuba 
and Venezuela—accounted between them for 59 per cent 
of the total volume of foodstuffs imported into the region 
in 1948 and 67 per cent in 1951 (see table 130) .4 


4 The indices given in this table (the main constituent of which is 
wheat) also include other foodstuffs, beverages and stimulants. 
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Table 130. Latin America: Quantum of imports of 
foodstuffs, beverages and stimulants for selected 
countries 


(1948 = 100) 
Country Pre-war 1947 1949 1950 1951 
(1937) 
MATH OUTTA a. oiehs, sie ths i3is¢ at 89 60 AT 54 
BOLIVIA ARPS ook weet 53 93 90 91 95 
LANA DBE 29 2 lee ea 80 lil 121 159 186 
Ghile Weis ice bites cree anes (fa 107 92 104 109 
Colombiaucecin ten ce 80 141 15 146 137 
(OTL 8 Ae teres 18) aha 114 127 134 
HICUAGOD sf ci.1 oud estore 70 112 108 109 153 
MexICO Mine (tsisiaic riers 29 131 94 135 184 
Pent ytaiean caer seis te ae 93 124 155 184 
Urupuayrries ohyeie bak cit ate 137 94, 95 97 
Venezuela's: fi tit. 2es 17 81 100 125 123 
ToTaL OF THE 

ABOVE COUNTRIES. . 67 107 103 125 136 


Source: ECLA, based on data noted in sources to table 128. 


Rising domestic demand has compelled the Latin- 
American countries to utilize foreign exchange for the 
purchase of non-durable consumer goods, although such 
reserves could otherwise have been absorbed. by capital 
goods imports essential to accelerate economic develop- 
ment. Owing to the situation of production described 
above, the problem assumes an even more critical aspect, 
since a number of leading South American countries, 
which formerly obtained their food supplies from Argen- 
tina, were forced to import foodstuffs from other sources. 
Part of the acute dollar shortage in Brazil was caused 
by wheat purchases at the free market rate, over and 
above the quota allocated under the International Wheat 
Agreement. 

In 1952, Argentina’s production of foodstuffs and raw 
materials stood at 70 per cent of the 1948 level and 76 
per cent of the pre-war volume. Expressed in per capita 
terms, these represent 64 per cent and 56 per cent re- 
spectively. On the other hand, in 1952, the rest of the 
countries produced 17 per cent more than in the base 
year, and 43 per cent more than in the period immedi- 
ately preceding the war; in per capita terms the increases 
are & per cent and 6 per cent respectively. The main 
increments in agricultural production were recorded in 
Mexico, where the 1952 indices show a rise of 16 per 
cent in relation to 1948; in Brazil, where the correspond- 
ing increase was 19 per cent; in Cuba, where the large 
sugar crop also caused a 19 per cent rise; and in Uruguay, 
where there was a 26 per cent improvement. There were 
also gains in the smaller countries, especially some of 
those in the Central American area. In contrast, the 
small increases in production recorded in Chile and 
Paraguay were not sufficient to balance the rise in popu- 
lation. 

Amongst the different products, an upward tendency 
may be noted in the case of cotton, rice, edible oilseeds, 
sugar and bananas, while cereals (excluding rice) and 
linseed show a trend in the opposite direction. Meat is 
losing ground; coffee is only just beginning to show 
signs of reaching pre-war levels, and the remaining items 
show no definite movement worthy of comment (see 
table 128). 

An important positive aspect of Latin-American agri- 
culture is the relative price level of agricultural products, 
which has continued to improve since before the war, 


though there has been a recession since the end of 1951. 
Relative prices improved mainly in the case of export 
products of tropical origin. By virtue of the pronounced 
increase in prices, and in spite of the downward trend 
in the volume of exports, their current value went on rising 
continuously up to 1951, and remained at a high level 
during 1952. This circumstance has helped to maintain 
a high degree of economic activity in Latin America. 
Nevertheless, there can be little doubt that the situation 
is precarious, since any decline in prices would have seri- 
ous repercussions, especially if the prevailing structure 
of costs is taken into account. 


(b) Causes of the decline in Argentine production 


The spectacular fall in the production of cereals and 
meat in Argentina has dislocated the economies of both 
that country and others in the South American region 
which were traditional purchasers of Argentine food- 
stuffs, and which had to find other sources of supply. The 
position with regard to cereals and linseed is particularly 
serious. Last season, Argentina produced only 45 per 
cent of the cereals harvested the previous year, equivalent 
to 37 per cent and 35 per cent respectively of the 1948 
and pre-war crops. On the other hand, the rest of the 
Latin-American countries have continued to increase their 
production, especially in maize, rice and wheat, and in 
1952 produced 15 per cent more than in 1948 and 55 per 
cent more than in the period 1934-38. As regards linseed, 
Argentine output has fallen from 1,700,000 tons pre-war 
to 300,000 in 1952, whereas that of the other South Amer- 
ican producers of lesser importance has maintained an 
upward trend, rising from 77,000 to 125,000 tons in the 
same period. Mexican production in particular has ex- 
panded rapidly from an average of 3,000 tons in 1934-38 
to 66,000 in 1952. 

The decline in cereals and linseed has undoubtedly 
been the strongest factor in contracting aggregate Latin- 
American production, since these products, together, form 
a weighty element in the quantum indices. In 1938, for 
example, they represented about 30 per cent of the value 
of all the items. 

The decline in Argentina’s 1952 production of flax, 
cereals and meat was the direct consequence of the pro- 
longed drought which affected the richest agricultural 
areas of the country during the 1950-51 and 1951-52 
seasons.” During the latter period, hot winds and an 
increase in the hours of sunshine accompanied the per- 
sistent drought, causing heat waves of a type which had 
not been experienced since 1925. These climatic condi- 
tions greatly affected crops, pasture and livestock. 

Many cereal crops were lost through lack of water, 
while others were burnt dry by the heat-waves. Apart 
from these climatic obstacles, however, farmers had to 
turn over part of their arable area to grazing in order to 
avoid further losses in their herds. The proportion of 
area sown to area harvested was only 49 per cent, the 
smallest ever recorded in Argentina. 

The downward trend in Argentine grain production 
cannot, however, be attributed solely to unfavourable cli- 
matic conditions. The actual area sown with cereals and 
flax has also continued to decrease since before the war. 
This may indicate either a physical impossibility on the 


5 To illustrate the position, according to official estimates, during 
the 1951-52 season more than 1 million hectares of wheat were pre- 
pared above the registered total (4.8 millions), but which could 
not be sown owing to the drought. 
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part of the farmers to plant them, or a lack of incentive 
to do so. The most probable explanation is a combina- 
tion of the two. 

The migration of a large number of rural workers to 
the towns, caused by the intensive programme of indus- 
trial development, has withdrawn a large part of the 
skilled labour from Argentine agricultural areas; this 
-man-power has not yet been replaced by machinery. Of the 
27,500 tractors which, in 1950, it was thought essential 
to import in order to enable the grain equipment to deal 
with a volume of production similar to that of the pre-war 
period, only about 6,600 arrived in 1951.° Agricultural 
machinery imports were accelerated during 1952, rising 
to 7,300 tractors. However, this figure still does not meet 
the domestic demand, which according to the Ministerio 
de Asuntos Técnicos exceeds 8,000 units annually. But 
the majority of the tractors, harvesters and threshing ma- 
chines operating on farms are generally antiquated or 
worn out by excessive use. This situation causes continual 
and costly repairs, and it is very often difficult to obtain 
the required spare parts. Similarly, it should not be 
overlooked that a sufficient supply of fuel has also been 
a serious obstacle for Argentine farmers. 


Table 131. Argentina: Purchasing power of cereals at 
the fixed official prices 


(1948 = 100) 
en) ee ee 
OAR egies 100 100 100 
LEO) Cees ce 110 131 84 
USES seein 119 165 72 
oo Merstetetstcte = 158 225 70 
ICS igsodbo 184 285 ° 64 


Source: Sintesis Estadistica Mensual de la Republica Argentina and 
Instituto Argentino para la Promocidén del Intercambio. 

a Indices of the official prices established for wheat, flax, maize, 
oats, barley, rye and sunflower. Average of the production for 
1948-52 used in the weightings. 

> Official Cost of Living Index published in Sintesis Estadistica 
Mensual de la Repiiblica Argentina. 

© Partially estimated. 


The purchasing power of cereals has continued to de- 
crease persistently, until in 1952 it was only 64 per cent 
of the figure in 1948." In 1948, the relative exchange 
values of cereals were at levels similar to those of 1937-38, 
when Argentina produced its best crops. If this phenome- 
non is considered in conjunction with the lowering of 
production, it may be concluded that Argentine grain 
producers have continued to suffer a constant decrease in 
their real income, and that the prices fixed by the govern- 
ment, in spite of the improvement which they initially 
presented, have not in practice created a sufficient in- 
centive for sowing (see table 131). 


6 Yearbook of the Sociedad Rural Argentina, 1951. 

7 The price ratio for cereals given here was calculated without 
taking into consideration a number of factors which intervene in 
determining the farmer’s purchasing power, such as partnership 
costs, sales of improved seeds, etc. But allowance has been made 
for other factors which do not affect farmers and urban dwellers 
in the same way, such as rents, electricity and so on. The indices 
do not aim at providing an accurate measurement of the phenome- 
non, but only to indicate a tendency. 


Apart from this decrease in real prices, costs have con- 
tinued to rise, not only on account of the improvement in 
minimum wages and of other factors affecting agricultural 
costs of production, but also because of higher transport 
charges, due to the ban—now lifted—on the use of private 
transport, together with the delays caused by inspection 
and trans-shipment resulting from this restriction. 


3. PRINCIPAL FLUCTUATIONS IN SELECTED PRODUCTS 
(a) Coffee 

Coffee continues to be one of the main sources of income 
for the region. Prices remained fairly stable after reach- 
ing peak levels at the beginning of 1951, which were the 
highest ever recorded. The price for Brazilian “Santos 4” 
(the type of coffee most commonly sold on the world mar- 
ket), during 1951 and 1952, remained at about 1.20 U.S. 
dollars per kilo ex dock New York, while Colombian 
“Manizales” (one of the best commercial qualities) main- 
tained a price of about 1.28 U.S. dollars per kilo up to the 
third quarter of 1952, since when it has fallen slightly 
(see table 132). Hence, total earnings from coffee ex- 
ports, which were only 245 million dollars in 1937, rose 
to 868 million dollars in 1948 and 1,739 million in 1951. 


. Table 132. Prices of “Santos 4” and “Manizales” 


coffee, ex dock, New York 
(Dollars per kilogramme) 


Period Santos 4 Manizales 
Pre-war (984-38) iid cy hes ohio: crs a.scctnress ats 0.17 0.26 
TO50=— SO Mure sen ston sea unaie/e[ae oye 1.05 1.14 
OST VBEt QUaArten a: mere he ere aes pt thela lets 1.21 1.31 
Man WAR EOLA ath ere etl et ea hot, Te VeuS) 1.29 
SUA RGMALLET IAs aa ieyertaemaleane ctdktees P18 1.27 
Afhiiquarkers v-/ctceleciivienas 1.20 1.30 
OS 2S stir uarter,.cc ice. sees eh ea 22 1.20 1.27 
Andiquantera yy pester ees evite si 1.18 1.24 
Sud quarter se gacyeee eysiiieysye.eieceysselns 1.20 1.28 
Athy GQuavter. cinema aso dme rts ye cite au) 1.24 
UQSS——lid; Januar yynne sat ecu cote icheusya seer 1.19 1.23 


Source: Adapted from figures published by the Food and Agri- 
culture Organization’s Monthly Bulletin of Statistics, vol. 1, No. 5, 
Sept. 1952; Mercado de Café, Weekly Bulletin of the Pan-American 
Coffee Bureau, New York. 


Prospects of present price levels being maintained are 
very encouraging; in fact, according to the latest estimates 
of the Pan-American Coffee Bureau, world production 
for export in 1951-52 was 1,790,000 tons, while world 
consumption, for the calendar year 1952, was calcu- 
lated at 1,890,000 tons. The deficit of approximately 
100,000 tons can, however, be covered by drawing on both 
the small stocks from the previous crop held by exporter 
countries and the reserves of importing countries, so that 
supply and demand can be considered to be more or less 
in balance for the time being. 

In addition, the position of Brazilian coffee, which 
largely determines world prices for the commodity under 
conditions of free competition, also favours the continu- 
ance of the peak period. Stocks of Brazilian coffee avail- 
able at the end of February 1952 amounted to 400,000 
tons, of which 202,000 represented stocks at ports, and 
198,000 were awaiting transport in the interior of the 
country.’ These figures are very much lower than the 


® Data supplied by the Secretaria de Fazenda do Estado de Sao 
Paulo. 
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stocks available, at the corresponding date, during the 
last few years. Moreover, initial estimates of the Coffee 
Statistics Department indicate that the commercial crop 
for 1952-53 will amount to barely 951,000 tons. If it 
is considered that of this total 100,000 tons will have 
to be withdrawn for current reserves, consumption at 
port and the coastal trade, the conclusion is reached that 
exports of the 1952-53 crop will barely exceed 850,000 
tons, and will thus be one of the smallest of recent years. 

The world trade in coffee thus continues to be based, 
fundamentally, on the supplies which each annual crop 
provides. The lack of statistics precludes any accurate 
estimate of the degree to which high prices have stimu- 
lated the opening up of new plantations. At all events, it 
is hardly four years since the recovery in coffee prices 
took place, and it takes five years before new trees begin 
to bear. Nevertheless, even assuming that from the earliest 
period of the rise in prices a high rate of planting was 
thus stimulated, it may be expected that the present ratio 
between supply and demand will be maintained for some 
time further. However, recalling the disastrous experi- 
ence of the great depression and the years following it, 
cultivators would need a relatively long period of high 
prices before deciding to establish new plantations. 

In spite of these last remarks, frequent reference is 
made to the extremely rapid expansion of the coffee plan- 
tations in the West-Central zone of Brazil, especially the 
northern area of the State of Parana. The implication is 
that these new plantations could, within a relatively short 
time, cause a new period of world coffee over-production. 
Neither official figures nor complete information on these 
new plantations and their dates for coming into produc- 
tion are yet available, but according to the most reliable 
estimates available,® Brazil suffered a net loss between 
1940 and the end of 1950, of about 390 million coffee 
bushes, reducing the grand total from 2,782 million to 
2,392 million bushes. The losses occurred mainly in the 
State of Sao Paulo, where stocks diminished by 214 mil- 
lion bushes, followed by relatively smaller decreases in 
the states of Bahia and Pernambuco. 

Unofficial sources 1° estimate that some 200 million 
coffee bushes have been planted recently in Brazil, more 
than 90 per cent of them in the north of Parana, and 
the rest mainly in the south of the state of Goids. As ma 
be inferred from these data, it is doubtful whether the 
new Brazilian plantations will ever succeed in replacing 
the losses in old coffee bushes, especially in the eroded 
areas in the state of Sao Paulo. Even assuming that high 
prices, as well as new irrigation techniques, the use of 
fertilizers and anti-erosion measures, will maintain the 
Sao Paulo production at its present level, and that the 
rate of planting in the new coffee areas will continue at 

‘the same speed as previously, a comparatively long inter- 
val must elapse before the production of Brazilian coffee 
output is able to rise appreciably and a period of possible 
over-production is reached. 

It should, however, be pointed out that the prospects for 
future expansion in the states of Parana and Goias are 
of considerable importance. According to the source 
already quoted,!® in northern Parana alone there are 6 
million hectares of tropical forest land suitable for coffee, 


® Superintendencia dos Servicos do Café, Secretaria de Fazenda 
do Estado de Sao Paulo. 

10 See the series of articles written by Mario Mazzei Guimaraes 
on the extension of agriculture in the west-central zone of Brazil, 
in the newspaper Folha da Manha. 
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consisting of 4 million hectares of sandy-loam soils and 
2 million hectares of dark violet basaltic soils, similar in 
quality to those which formed the basis for the remarkable 
coffee development in the State of Sao Paulo. 

The area suitable for coffee—without having to encroach 
on poor soils or areas too precarious by reason of frosts 
—would allow Parana to plant and maintain in produc- 
tion no less than 1,000 million bushes, in other words, 
as many as there are in Sao Paulo at present. Higher 
yields from the young plantations, together with the fact 
that a considerable number of old bushes are withdrawn 
from production annually in Sao Paulo, thus intensifying 
the need for suitable new zones, would make the State 
of Parana the principal coffee area of Brazil. At the same 
time the tendency towards the diversification of agricul- 
tural production in Sao Paulo leads to a belief that the 
importance of coffee in this state may tend to diminish 
in the future. At present, there are some 500 million 
bushes planted in the new zones of Parana, about half 
of which are in production, and the remainder will begin 
to produce coffee by degrees during the course of the next 
five years. The output from this state has risen from an 
average of 36,000 tons in 1942-46 to 216,000 tons in 1952. _ 

The expansion of the coffee areas in Brazil is proceed- 
ing with the same primitive methods as the opening up 
of the Sao Paulo zone. The forests are cut down and 
burnt, following which the coffee seedlings are planted 
among the mass of tree-trunks not destroyed by the fire, 
which lie on the ground until they rot. Furthermore, in 
spite of the efforts of the Companhia de Terras do Norte 
de Parana and the government, no diversification of crops 
is being carried out. 

Information is equally scarce regarding the expansion 
of coffee plantations in other areas of Latin America as a 
result of the rise in prices. Unofficial sources estimate 
that, within five years, crops of about 36,000 tons annually 
may be anticipated from the Dominican Republic, as a 
result of the government development programme. Pro- 
duction for Colombia and Mexico shows a marked 
tendency to increase, but no data concerning new planta- 
tions are available for the last few years, although in 
Mexico 5,000 hectares at least have been placed in culti- 
vation since 1950. In El Salvador, where land suitable 
for the cultivation of coffee is almost all under crop, and 
where the actual cultivated area could not be expanded 
more than 17 per cent, improved prices have somewhat 
intensified existing cultivation, by means of the replace- 
ment of deep-pruning of the old coffee bushes. This fact, 
in addition to adverse climatic conditions in 1950 and 
1951, caused a temporary decrease in the crop, which fell 
from 80,000 tons in 1949 to 66,000 in 1951. In 1952, 
however, there was a marked tendency towards recovery 
with a crop of 74,000 metric tons. 

Coffee cultivation requires a substantial labour force. 
Recent surveys !* have shown that both in Colombia and 
Costa Rica, man-power is the leading cost factor in coffee 
production, accounting for 65 to 75 per cent of the total 
cost. For countries which depend almost exclusively on 
coffee exports as the driving power behind their develop- 
ment, this constitutes a serious problem, since even the 
present high level of prices leaves only a very narrow 
margin for wages, which are therefore low in this basic 


11Jn 1949 this country succeeded in producing 28,000 tons, but 
the average for the last five years was 22,000 tons. 

12 See Inter-American Institute of Agricultural Science, Informa- 
tion Bulletin, No. 41, Turrialba, Costa Rica, March 1952. 
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Latin America: Production, exportable production, stocks, exports 


and prices of coffee 


Table 133. 
Pre-war ® 
(1) Production (thousands of metric 
tons) 
Brazil. actubiceniies< adidas 1,461 
Colombia ase tee. sere 261 
Total for Latin America....... 2,067 
(2) Exportable production» (thou- 
sands of metric tons) 
Brazil sini cet wie areca, PAs 1,304 
Golombia= setters sc oto 252 
Total for Latin America....... 1,930 
Wotaliforsworld. ene tenses 2,101 


(3) Stocks in ports at end of February 
(thousands of metric tons) 
Bazil 4 aaraeltterats tera weet Sete 
(4) Current value of exports 4 (mil- 
lions of dollars) 


Brazil. i 0Rar 5 bette Netda 148 

(Colombiayeken Ate aieteceas tte 56 

Total for Latin America....... 245 
(5) Quantum of exports 4 (1948 = 

100) 

Braval sic a eects ntoter co, eer 69 

Golombial s.ceceiaedter astte ers oe 75 

Total for Latin America....... 77 
(6) Price index (1948 = 100) 

Total for Latin America....... 41 


1948 1949 1950 1951 1952 
1,087. 1,068 1,071 1,080 1,157 
368 369 338 350 344 
We 70 1,745 1,770 *1, 764 25889 
852° 897 942 952 
326 © 312 285 336 
1,448 ¢ 1,442 1,519 1,593 
1,726 ° 1;759. °1,823, 1,792 
530 529 460 400 
487 627 859 1,051 1,038 
225 242 308 382 380 
8620 0) 1,041, |) 1,425. 2,708, 1,771 
100 111 85 93 90 
100 97 80 86 90 
100 106 88 94 96 
100 114 187 211 215 


Source: Production; see table 128; exportable production, Pan-American Coffee Bureau, Coffee 


Statistics Nos. 14 and 16; Exports, Official 


oreign Trade Yearbooks. 


® Average of 1937-38 for production; average of 1936-40 for exportable production, and 1937 


for remaining cases. 


> Exportable quantum after deducting domestic consumption. 


© Post-war period: average for 1946-50. 
4 Exports actually made. 


activity. Furthermore, in centres such as the State of 
Sao Paulo, where there is a strong tendency towards the 
diversification of agriculture and industrialization, this 
difficulty reduces the power of coffee to compete for cheap 
labour and to retain its place as the principal activity in 
these zones, 


(b) Cereals 


Cereals constitute a group of products which have 
exerted the greatest influence on the fall in over-all agri- 
cultural production indices (see table 128). The decline 
has taken place through the influence of Argentina, which 
counteracted both the continuous expansion experienced 
in the rest of the Latin-American countries and that of 
one of the components of the group—rice—production of 
which has continued to increase even in Argentina. 

However, the present development programmes en- 
courage the expectation of considerable increases in pro- 
duction. In Argentina, targets have been established for 
the areas to be sown with all types of grain in 1957; in 
Brazil, Guatemala and Peru wheat cultivation is being 
developed; Mexico is continuing with the expansion pro- 
gramme for maize and wheat; and, lastly, in Cuba, 
Paraguay and Venezuela, measures for obtaining an in- 
crease in the production of rice are being applied. 

(i) Wheat. The 1952 Latin-American wheat crop was 
the smallest for many years and represented only about 
63 per cent of the pre-war level. Argentina harvested 2 
million tons as against over 6 million before the war, 
whereas the remaining countries produced about 3 million 


tons in comparison with an average tonnage of 1.9 million 
in the pre-war period. 

The meagre Argentine harvest was insufficient to supply 
the consumption and seed requirements of the country 
itself. In these circumstances the government was forced 
to adopt a series of measures to make the fullest possible 
use of the available grain. Thus, wheat exports were 
suspended and millers were obliged: to manufacture only 
one type of flour; to raise the extraction proportion to 
85 per cent; to accept, for milling, wheat normally classi- 
fied as only fit for animal feeding-stuffs; and lastly, to 
add 10 per cent millet or maize meal to the wheat flour. 
In addition, the export of millet was prohibited; bakeries 
were authorized to use certain chemical products in the 
making of bread; the selling of flour to housewives was 
limited; the official price of bread was increased, and 
special legislation was enacted to prevent the smuggling 
of wheat and flour to neighbouring countries. In spite 
of all this, Argentina had to import wheat to supply its 
deficiencies until the next crop was available. On 
23 July 1952, the Instituto Argentino de Promocién del 
Intercambio signed a contract for the exchange of 200,000 
tons of wheat from the United States for 260,000 tons of 
Argentine maize, which were exported from Argentina 
to France on behalf of the United States. 

In Chile also, there have recently been difficulties re- 
garding the wheat supply. Production of this cereal has 
never returned to the levels attained in 1948 and 1949, 
when it exceeded a million tons. The reasons appear to 
have been a decrease in the area sown accompanied by 
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Table 134. Latin America: Production, exports and prices of wheat 


Production and exports Production 
(1948 =100) (thousands of metric tons) 
ei Volume Volume Export Latin Other 

produced exported prices America Argentina countries 
Pre-War astute tetcts erate eer to 87 180 21 8,000 6,127 1,873 
LOAT cue nr autre ee 84 102 72 7,661 5,615 2,046 
seer Raison Mk Arian Solu nana 100 100 100 9,165 6,500 2,665 
1949 cha tomes aah aenOnrS Rictcuece + 88 89 71 8,082 5,200 2,882 
LOS Oi yee teledele petenevede os ose 84 124 38 7,728 5,144 2,584 
LOB erate cette teena terns cctith ate 93 115 Ad 8,535 5,796 2,739 
LL SVAS SAnoite oaarb mers anae 55 10 54 5,014 2,100 2,914 


Source: Official publications and ECLA. 


® Average of 1934-38 for production, and 1937 for exports and prices. 


smaller yields. Whereas in 1948 and 1949, 819,000 and 
867,000 hectares respectively were sown, with a yield of 
13.1 and 12.8 metric quintals per hectare, in 1951 and 
1952, 816,000 and 792,000 hectares were planted, pro- 
viding 11.9 and 12.3 metric quintals respectively. These 
losses may be attributed to unfavourable climatic condi- 
tions and the appearance of new strains of rust which 
attacked the varieties under cultivation and nullified 
both the favourable effects of better seeds and the em- 
ployment of larger quantities of fertilizers. 

In Uruguay, the crisis in wheat production which 
occurred between 1944 and 1947 has not been repeated. 
From that period onwards this country, which has con- 
tinued to subsidize the production of wheat, has obtained 
crops sufficient for domestic consumption and for the 
export of small quantities, mainly to Brazil. 

Mexican production of wheat has continued, with some 
fluctuations, at an average of more than 500,000 tons per 
annum. The 1952 crop, estimated at about 600,000 tons, 
satisfied only 80 per cent of domestic consumption. For 
1953, the government is trying to produce the greatest 
possible ‘amount within the country, with the object of 
reducing imports. It is proposed to obtain this increase 
by substituting wheat for cotton, in spite of the high cost 
of producing wheat under irrigation in Mexico. 

Brazil has continued to operate a vigorous wheat devel- 
opment programme in Rio Grande do Sul, which has 
raised production from 144,000 tons in 1934-38 to 587,000 
tons in 1952. However, serious difficulties in continuing 
this expansion have been encountered, since the market- 
able varieties of the grain harvested represent only a very 
low proportion of the total crop, while yields continue to 


decrease as the producing areas are extended beyond 
the original centres. Although these problems can un- 
doubtedly be overcome through seed selection and the 
use of fertilizers, they may well cause a considerable set- 
back to the Brazilian programme. 

The poor Argentine crop of 1952 reduced South 
American exports of wheat to practically nil. As already 
explained, this affected the estimated availability of 
foreign exchange, not only in Argentina but also in the 
countries which normally imported Argentine wheat. Up 
to 1945, the wheat importing countries of South Amer- 
ica were almost completely supplied by Argentina. Thus, 
from 1946 to date (discounting 1952, when Argentina 
exported practically no wheat at all), these countries have 
had to look elsewhere for 50 per cent of their require- 
ments, 

(ti) Maize. The 1952 Latin-American maize harvest 
was also the smallest since before the war, with the one 
exception of 1950, when the Argentine crop was almost 
entirely lost. As in the case of wheat, the 1952 reduction 
occurred because of the drought which ruined the crop 
in Argentina, and in spite of an increase in production in 
the other countries. Between the pre-war era and 1952, 
Argentine production declined from 8.2 million tons to 
2 million, while that of Brazil rose from 5.7 million to 6.2 
million tons and that of the remaining countries from a 
tonnage of 4.5 million to 6.8 million (see table 135). 

In addition to the factors mentioned previously as 
causes of the decline in Argentine grain production, it 
should be noted that there has also been a decrease in 
maize productivity, comparable to that of wheat. During 
the last fifteen years wheat yields in Argentina have risen 


Table 135. Latin America: Production, exports and prices of maize 
Production and exports Production 
(1948 = 100) (thousands of metric tons) 
Year 
Volume Volume Export Latin Other 
produced exported prices America Brazil Argentina countries 
Pro-war *.......: 115 345 22 18,472 5,720 8,234 4,518 
(i a 102 96 87 16,635 5,502 5,815 5,318 
RN Lea's 100 100 100 16, 368 5,607 5,200 5,561 
EDAD ia saps, Ufcseys 92 46 71 15,020 5,449 3,450 6,121 
RS et maien sts. 6 78 31 54 12,808 6,023 836 5,949 
ET os ici AA 94 22 89 13,373 6,218 2,670 6,485 
US VAL Ret a ae 92 26 105 15,060 6,245 2,040 6,775 


Source: ECLA, based on data noted in sources to table 128 of this part. 
® Average of 1934-38 for production, and 1937 for exports and prices. 


~— eo 


ee a a fe 


Chapter I. Agriculture 


155 


Table 136. Latin America: Production, exports and prices of rice* 


Production and exports 


Production 


(thousands of metric tons) 


arn) (1948 = 100) 
Volume Volume Export 
pr exported prices 
Pre-war>’.\s.\. 46 10 2 
OAT Retreiacs szac8 96 98 94 
NGAS os Meret tts 100 100 100 
LOA Oy sates 108 16 84 
LOS OM erect es 116 54 68 
OSU Pie cost ate 122 47 74 
LOS QE variants 117 oe 


Latin Other 
America Brazil countries 
1,842 1,232 610 
3,820 2,596 1,224 
3,972 2,554 1,418 
4,316 2,720 1,596 
4,604 3,218 1,386 
4, 838 3,237 1,601 
4,610 3,033 1,577 


Source: ECLA, based on data noted in sources to table 128. 


® Unshelled rice. 


b Average for the years 1934-38 for production, and 1937 for exports and prices. 


from 8.56 metric quintals to 11.30 metric quintals per 
hectare, whereas maize has fallen from 18.34 to 16.80 
metric quintals per hectare. Thus, even although the price 
of maize amounted to 90 per cent of that of wheat (fifteen 
years ago it was only 66 per cent), the value per hectare 
of wheat has risen more rapidly, bringing about an in- 
crease in the sowing of wheat in zones previously devoted 
to maize. 

In Mexico and the Central American countries, maize 
is the basic foodstuff, and usually absorbs a greater 
amount of labour than any other product. It is the char- 
acteristic crop of small-scale farming and a large propor- 
tion is planted entirely for home consumption. The avail- 
able statistics disclose production increases for 1952 in 
practically every country in this area. 

In Guatemala, where the cultivation of maize in the 
age-old agriculture of the highlands uses up a large 
amount of manpower but obtains low yields, substantial 
efforts are being made to relocate production by trans- 
ferring it to the coastal plains, where machinery can be 
used. 

Maize exports from Latin America in 1952 seem to have 
afforded one of the smallest sources of foreign exchange 
from the sale of this crop in recent years, not merely be- 
cause of the poor Argentine harvest, but also since a large 
part of the maize exports from this country were offset by 
corresponding imports of wheat. 

(iii) Rice. Rice production has followed a trend dia- 
metrically opposed to that of the other cereals, even in 
Argentina, where the 1952 rice harvest was the best ever 
recorded. 


The total Latin-American crop for 1952 was slightly 
smaller than that of 1951, on account of the contraction 
in the area planted in Brazil, but it still remained at a 
very high level as compared with the pre-war period (see 
table 136). 

Brazil, the main producer and where less than a million 
hectares were sown before the war, has cultivated about 
2 million hectares since 1950 and is harvesting more than 
3 million tons of unshelled rice annually. The principal 
rice area is in the State of Sao Paulo. However, the rice 
area has recently been moving in the direction of new 
lands brought into commercial cultivation in the west- 
central zone of Brazil, rendering the supply of the city 
of Sao Paulo itself more difficult. In 1951, the problem 
became serious and compelled the authorities to draw 
upon government rice reserves in Goids and the south 
of Minas. 

Exports of rice from Ecuador in 1951, which stood at 
only 5,000 tons, can be regarded as the lowest during the 
last ten years. The causes of the decrease were the smaller 
areas sown and the low yields occasioned by unfavourable 
climatic conditions. Ecuador’s 1952 production is esti- 
mated at 104,000 tons of unshelled rice, of which it is 
hoped to export 21,000 tons in the form of polished rice. 

Cuba has quadrupled its rice production in the last 
ten years. Although part of this remarkable increase is 
due to the extension of the area under cultivation, the 
principal improvement stems from the higher yield, which 
has doubled in the last decade through the use of irriga- 
tion and agricultural machinery. The area under rice has 
risen from 28,000 hectares during the war—when Cuba 


Table 137. Latin America: Production, exports and prices of cacao 
Production and exports Production 
Year (1948 = 100) (thousands of metric tons) 
Volume Volume Export Latin Other 
produced exported prices America Brazil countries 
Pre-war'*s-.7eoe 116 126 21 224 124 100 
WOM iret ti: sts iernie ates 106 121 75 205 119 86 
HGAR ees, toro, sete, datas te 100 100 100 193 97 96 
N94 ii. "215.0 0 aera 120 142 52 232 133 99 
LOS O cay wv. siw'enererthvere 127 151 77 245 157 88 
ks ENC ReS Orerceweorc > ke 105 118 92 203 121 82 
USED Sears Se bie ere ats 129 90 91 250 158 92 


Source: ECLA, based on data noted in sources to table 128. 
« Average of 1934-38 for production, and 1937 for exports and prices. 
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Table 138. Latin America: Production, exports and 
prices of bananas 


(1948 = 100) 
Volume Volume Export 
Year produced exported prices 
Pre-war *.... 75 84 33 
OAT tee ececers — 95 101 
1948 100 100 100 
HOA Ne erecoiait 103 96 115 
UCBs Gar monte 110 93 127 
TOA Seon 115 93 134 
1952 117 100 153 


Source: ECLA, based on data noted in sources to table 128. 
s Average for the years 1934-38 for production, and 1937 for 
exports and prices. 


began to increase cultivation owing to the difficulties of 
obtaining supplies from abroad—to 56,000 hectares in 
1952; during the same period production has increased 
from 32,000 tons to 132,000 tons of rice in the husk. This 
valuable addition has enabled Cuba to supply a quarter of 
its domestic consumption and cut down rice imports, 
which were 70 per cent less during the first six months of 
1952 than in the corresponding period of the previous 
year. 
(c) Cacao 


Latin-American cacao production for 1952, estimated 
at 250,000 tons, exceeded that of the previous year by 
47,000 tons. Although production has risen both in Mex- 
ico and in the Dominican Republic, the greater part of 
this increase is due to Brazil, where climatic conditions 
were favourable. World production for 1952 was 15.4 
higher than in 1951, but still remained 4.6 per cent below 
that of 1950. 

The high level of world consumption in recent years 
has absorbed practically the entire production and ex- 
hausted the reserves. In these circumstances the price has 
remained five or six times higher than before the war, 
the peak average price being reached in 1948. During the 
decline of economic activity in the United States in 1949 
the price of cacao fell considerably, and began to improve 
only towards the end of 1950. In the autumn of 1951, 
there was a further drop, though prices recovered some- 
what during the first six months of 1952 until they very 
nearly reached the peak United States price of 38.4 cents 
per pound, 
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The 1952 Latin-American crop has been good, and fore- 
casts indicate that the African yield will be back to normal, 
so that the volume available will probably be larger than 
that of the previous year. The market, however, has 
begun to show signs of slackness; demand shows no signs 
of increasing; on the contrary, consumption in the ma- 
jority of countries is diminishing. In the United States, 
the seasonal fall in the sales of confectionary during the 
summer was much more pronounced in 1952 than in 1951. 
In the United Kingdom, the consumption of cacao during 
the first half of 1952 was at least 10 per cent below the 
corresponding period of the previous year, and, moreover, 
the British Government purchasing offices in Africa estab- 
lished a price 12 per cent lower than in 1951. Again, it 
appeared that the German market would require consid- 
erable quantities of cacao in 1952, but, after a peak 
period of short duration, purchases diminished substan- 
tially. 

(d) Bananas 


This product has continued to play an important role 
in the foreign trade of various countries. In a number of 
these, such as Ecuador, its influence is on the increase. 
With the exception of Brazilian statistics, data on produc- 
tion are meagre, although export figures provide an ap- 
proximate indication of total output and correspond 
closely to the commercial production (see table 138) .1° 
The trends of production amongst the various countries 
are extremely divergent: while Ecuador, Brazil, Costa 
Rica, Haiti, Honduras, and the Dominican Republic have 
increased their exports, those of Cuba, Guatemala, Nica- 
ragua, Mexico and Panama have diminished. Guatemalan 
production was affected by cyclones in 1949, 1950 and 
1951, and by labour disputes in 1952. Panama also suf- 
fered the effects of a cyclone in 1952 which destroyed the 
greater part of its plantations. 

Production shows a general downward trend in Central 
America, with the exception of Costa Rica and Honduras, 
where new plantations are being brought into production. 
On the other hand, South American exports have grown 
mainly due to the substantial expansion of the crops in 
Brazil and Ecuador. Fostered by the contraction in 
Central American exports and by the increase in demand 
in the United States and some of the European countries, 
Kcuador’s banana output has grown to such an extent 


18 The increase in production shown by the indices in table 138 
is mainly determined by Brazil. The export indices reflect the influ- 
ence of unfavourable climatic conditions and labour disputes in 
Central America. 


Table 139. Latin America: Production, exports and prices of sugar * 


Production and exports 


Production 


(1948 = 100) (thousands of metric tons) 
fod Volume Volume Export Latin Other 

produced exported prices America Cuba Brazil countries 
Pre-war'Pyioa 54 47 47 5,461 2,887 753 1,821 
LOA). Series .oitn we 87 116 a # a a6 
OAS Aa trostinale 100 100 100 10,040 6,057 1,410 2,573 
194 Fes loro. 5,05 93 82 98 9,374 5,226 1,391 2,757 
1950 creas 95 81 110 9,488 5,558 1,403 2,527 
1951 102 88 Aire 10,209 5,759 1,607 2,843 
DOS Z detroit rs 119 87 109 11,904 7,167 1,785 +2952 


Source: Table 128 and official statistics. 
* Raw sugar, excluding ‘‘panela”’. 


» Average of 1934-1938 for production, and 1937 for exports and prices. 
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Table 140. Latin America: Production, exports and prices of meat 


Production and exports 


Production 


(1948 = 100) (thousands of metric tons) 
Year 
Volume Volume Beef Total 
of meat of beef export Latin Other 
produced * exported prices America * Argentina * countries 
Pre-war >..... 86 138 4,311 MaOva 2,340 
MO Aris eratareles Pais ss 112 aie ae, be 
OARS iets stare 100 100 100 4,994 2,349 2,645 
LAO i eve tat 103 97 120 5,141 2,408 2,733 
19505 cose 109 84 5,466 2,492 2,974 
OSU secre ne se 110 77 140 5,496 2,137 3,359 
O52 ae ereiase ste 104 52 127 5,203 2,074 3,129 


Source: ECLA, based on data noted in sources to table 128. 

* Number of cattle, sheep and pigs slaughtered expressed in terms of dressed meat, including 
estimates for unofficial slaughtering in Argentina, Chile and Uruguay. 

> Average of 1934-38 for production, and of 1937 for exports and prices. 


that this country, by 1952, had become the world’s largest 
exporter of this fruit. 


(e) Sugar 


The Latin-American sugar crop for 1952 was the larg- 
est ever recorded. The main factor in the increase of 1.7 
million metric tons over the previous year’s crop, which 
amounted to 10.2 million tons, was Cuban production, 
showing an improvement of 1,400,000 tons, although there 
were also substantial productive gains in Argentina, Brazil, 
the Dominican Republic, Mexico and other countries. 

The Cuban cane harvest began in the middle of Decem- 
ber 1951 with low sugar yields and, except for the number 
of hectares planted, gave very little indication of the large 
amount of sugar eventually harvested. Even in April the 
official estimates indicated only a small increase on the 6.1 
million tons produced in 1948. However, the distribution 
and intensity of the rains during the first part of 1952 
combined with bright, dry weather to advance the crop, 
causing an increase in the sugar content and enabling the 
continuous and prolonged operation of the mills. 

Fresh problems of surpluses on the world sugar market 
have thus appeared. Cuba will limit her 1953 crop to 
5,152,000 tons, while attempting to obtain international 
agreement for the adoption of restrictive measures on a 
world-wide basis. The surplus for 1952 has been calcu- 
lated at 1,030,400 tons, and the reserve has risen to 
1,803,200 tons. 

The estimated Mexican production of 700,000 tons for 
1952—the 1951 crop was 650,000 tons—is also the high- 
est known, although, since consumption is rising rapidly, 
at the rate of about 140,000 tons a year, it is likely that 
production will continue to increase in the immediate 
future. 

The 1952 cane harvest of the Dominican Republic, in 
spite of the effects of the rains, produced 603,000 tons of 
sugar, or about 75,000 more than the previous year. As 
there are plans in this country for an expansion in the 
mill capacity, production will probably reach 750,000 tons 
within a few years. 

With the suppression of the quotas for sugar manufac- 
ture, which had been imposed on the Brazilian mills, the 
1952 crop represented a very substantial increase over 
that of the previous year. The rapid growth of the sugar 
consumption in Brazil and other countries in the South 
American area, with the exception of Chile, leads to the 
hope of a further expansion of the region’s sugar industry. 


This is in spite of the fact that Peru, which has been the 
main exporter in the southern zone, has maintained pro- 
duction at practically the same level for the last ten years 
owing to limitations both in the availability of land and 
the production of guano fertilizer. 


({) Meat 

Unofficial sources 14 estimate that the livestock popula- 
tion of Latin America reached one of the highest levels 
ever recorded during the years 1951 and 1952. Stocks 
of cattle comprised about 158 million head, as compared 
with 150 million in 1948, and 127 million in the pre-war 
period. The number of sheep (about 106 million before 
the war) rose to 127 million in 1948 and, after dropping 
slightly below this level in 1949 and 1950, began to rise 
again to a maximum of 133 million in 1952. The increase 
in cattle stocks over the last few years has taken place in 
spite of the fact that Argentine herds suffered severely 
from the prolonged drought. This factor caused a de- 
crease in the average weight of the animals for slaughter 
and an increase in slaughtering breeding cattle. The 
countries contributing principally to the rise in the cattle 
population were Brazil and Colombia, where herds appear 
to have expanded by 15 per cent and 11 per cent respec- 
lively between 1948 and 1951. 

In spite of greater animal stocks, statistics indicate a 
decline in slaughterings and exports, especially of cattle. 
This decrease originated almost exclusively in Argentina, 
where the effect of the drought on the 1951 and 1952 
production was marked.© In Mexico, on the other hand, 
the complete eradication of foot-and-mouth disease has 
permitted a resumption of exports of meat and cattle on 
the hoof to the United States. 

One of the principal Latin-American problems as re- 
gards beef production consists of inadequate stabling 
capacity and feeding methods. If bovine livestock ma- 
tured somewhat earlier and the type of grazing and 
system of pasturage were improved, by allowing for more 
paddocks, the present herd population could provide a 
much higher extraction rate and thus raise meat produc- 


14United States Department of Agriculture, Foreign Crops and 
Markets, vol. I, No. 14, 7 April 1952. 

15 The situation caused by the drought obliged the Argentine 
Government to take measures to reduce beef consumption. Strict 
rationing for two days a week was introduced throughout the coun- 
try, while the population as a whole was encouraged to modify its 
diet. See the text of the Letter of Convocation for the First Argen- 
tine Congress for Food Rationalization, 1952. 
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Table 141. Extraction rate of cattle in Argentina 
Brazil and Uruguay 
(Percentage: slaughterings of total herds) 

Year Argentina Brazil Uruguay 
MOAT Feretsiete ake rie 19.8 10.8 16.7 
DAS Sioleeicciersim = 20.0 11.6 
GL ORAS = roy 21.2 11.6 : 
1950. 22.6 11.3 17.0 
ODT erin uielelers 19.0 11.5 16.0 


Source: ECLA, based on data noted in sources to table 128. 


tion. Uruguay and Argentina maintain the highest stand- 
ards in this respect; the remaining countries show live- 
stock conditions very similar to those in Brazil. How- 
ever, the difference between methods in Latin America 
and countries like the United States is still appreciable 
(see table 141). 

Pork availability remained at a high level during 1951 
and 1952, in spite of a decrease in slaughterings in Argen- 
tina and Uruguay, due to the considerable productive 
expansion of this type of meat in Brazil and other coun- 
tries. The poor maize crop in the River Plate area con- 
tributed to minimize the number of births and delay pig 
fattening for the market. 

Beef exports reached a low level in 1951 and 1952, 
not only because of the difficulties which hindered produc- 
tion in the River Plate area, but also on account of delays 
in Anglo-Argentine trade negotiations. In spite of these 
problems, however, exports of tinned meat from Argen- 
tina, especially to the United States, showed a fairly sub- 
stantial increase. This was probably due to the fact that 
the lack of pasture for fattening, together with the pro- 
tracted negotiations over the United Kingdom contract, 
caused the over-stocking of the refrigerated warehouses, 
obliging the surplus meat to be tinned. This increase, 
which represented an additional income from the sales 
of tinned meat of about 10 million dollars annually, never- 
theless failed to compensate for the loss of about 75 mil- 
lion dollars in the trade with Great Britain. 

On 31 December 1952, an additional protocol to the 
1949 Trade and Payments Agreement was signed by the 
British and Argentine Governments governing the com- 
mercial relations between the two countries. The new 
protocol fixes the meat to be exported by Argentina to 
Great Britain during 1953 at 238,000 tons. It also estab- 
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lishes new prices involving increases up to 28 per cent 
for certain grades, including within these prices all meat 
exports effected since August 1952, the time when the 
shipments made under the previous protocol were com- 
pleted. 

(g) Cotton 


The growth of the cotton crop has been one of the 
outstanding features of Latin America’s agricultural de- 
velopment in recent years. In some cases, as in Guatemala 
and parts of Mexico, cultivation has risen due to land 
specifically opened up for this purpose. Elsewhere cotton 
has displaced other crops; examples are Nicaragua, where 
rice and coffee have yielded ground to cotton, and the 
State of Sao Paulo in Brazil, where oilseeds have been 
replaced. Two factors accounting for the increase were, 
firstly, good prices on the international market and, sec- — 
ondly, the desire on the part of some countries to attain 
economic self-sufficiency. 

Estimates of the Latin-American cotton production for 
1952 indicate a heavy increase over the previous year, 
with a record figure of more than a million tons. Half 
this production came from Brazil, where almost as much 
cotton as in its years of maximum production was har- 
vested. Nevertheless this country suffered a decrease in 
the percentage of the best qualities and has experienced 
difficulty in disposing of its crop abroad, owing to the 
over-valuation of the cruzeiro. 

During the last few years, Mexico has been transformed 
from a self-supporting country to an important exporter 
of cotton. From the period 1934-38 to 1952, production 
has risen from 69,000 to 276,000 metric tons and although 
for 1953 the area under crop was limited to make way 
for an increase in wheat production, a high figure, ap- 
proximating that of 1952, is expected. Yields are high 
and the costs of production lower than in the United 
States, whereas the opposite is true of wheat. In spite of 
a small decline, prices remain favourable. 

Increases in cotton production have also been recorded 
in El Salvador, Guatamala and Nicaragua. In Guatemala. 
the expansion was given official support, but appears to 
have encountered technical difficulties. The Instituto de 
Fomento de la Produccién has nevertheless declared its 
intention of satisfying domestic consumption in two years’ 
time. 

In Nicaragua, private enterprise played the leading role. 
but has met with difficulties in the disposal of the 1952 
crop abroad. In El Salvador, where the same difficulties 
as regards exports arose, although the yield per unit area 
improved considerably from 1942 onwards, it is proposed 


Table 142. Latin America: Production, exports and prices of cotton 
Production and exports Production 
(1948 = 100) (thousands of metric tons) 
Year 
Volume Volume Export Latin Other 
produced exported prices America Brazil Mexico Argentina Peru countries 
PreWar. o2 5.5 ats be 2 103 100 38 634 405 69 54 84 22 
OAT otis seeatete sek ee 97 116 81 597 347 96 69 65 22 
ROSE: cate oS Mids ding. om abe 100 100 100 616 320 120 90 61 25 
READ. cts oie aah ya euite 130 83 101 803 396 208 94 67 38 
OAD Kocts.d as incrt bein sers ie oie 147 103 110 905 393 260 134 73 45 
DOD ENG its's Dawa s wits eile 141 107 168 871 349 288 97 83 54 
RSD UC aeictabte 6's ai5 55a. old 173 90 119 1,055 516 265 129 97 48 


Source: ECLA, based on data noted in sources to table 128. 
* Average of 1934-38 for production, and of 1937 for exports and prices. 
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Table 143. 


Latin America: Production, exports and prices of wool * 


Production and exports 


Production 


(1948 = 100) (thousands of metric tons) 
Year 
Volume Volume Export in Other 
produced exported prices America Argentina Uruguay countries 

Pre-war >... 77 68 75 276 170 51 55 
OAT ea x 107 81 sig at oF tye 
1948 3,4/5« 100 100 100 358 230 68 60 
iS Fa 89 65 139 320 193 65 62 
NOS Oras 92 102 186 328 185 TA 66 
TORE abate 96 43 335 345 195 84 66 
OS Zien. rales 92 64 161 328 190 85 28) 
NEE hn aoe 94 tie 334 184 86 64 


Source: Official data. 


* Production and ee in terms of greasy wool. 


b Average of 1934-3 


_to extend the area of cultivation. Cotton would not hold 


its present position in the production of this country, if 
it were not for the incentives which the government has 
provided. Since 1942, both the cultivation and sale of 
cotton have been pronounced to be of public benefit; the 


Cooperativa de Algodoneros Salvadorefios was established- 


in the same year. Through this organization, production 
has been regulated, pests have been attacked and the do- 
mestic price fixed. This association also centralizes all 
cotton operations, including that of ginning. 


(h) Wool 


Latin-American wool production in 1952-53 reached 
334,000 tons, exceeding that of the previous year by about 
6,000 tons, in terms of greasy wool. This high figure re- 
flects the trend of the world clip, which according to 
unofficial estimates 1° was about 2 per cent greater than 
in 1951. 

World production of wool, which amounts to 150,000 
tons more than the present annual rate of consumption, 
together with the decrease in North American purchases 
at the beginning of April 1951, may explain in part the 
price fluctuations which have occurred on the international 
market during recent years. The rapid increase in price, 
which began in the middle of 1950 as a result of stock- 
piling undertaken by North American industry when the 
Korean war started, reached its peak towards the end 
of March 1951 with a level five times higher than that of 


16 Commonwealth Economic Committee. 


for production, and of 1937 for exports and prices. 


1948. With the subsequent price decline, Argentine and 
Uruguayan exports were suspended for nearly a year, 
firstly, because they were unwilling to sell at the prices 
offered, and secondly (in the case of Argentina) because 
exporters were unable to export at the ruling rate of ex- 
change without incurring losses. As a result, there was a 
substantial accumulation of wool stocks which eventually 
exceeded the equivalent of one and a half clips. 

With the beginning of the price recovery in the middle 
of 1952, the revision of the Argentine rate of exchange 
for wool, and the suspension of the export tax in Uruguay, 
international trade was renewed on an appreciable scale. 
On the London market, prices for merino wools rose 20 
per cent from the beginning of May to the middle of 
June, 1952, while that of cross-breeds increased from 20 
to 25 per cent. It was believed in international wool cir- 
cles that the worst of the crisis was over and that prices 
would show at least a moderate upward tendency.' This 
price trend was in fact already apparent in Argentina 
towards the end of 1952 and the beginning of 1953. 


(i) Flax 


The cultivation of flax for seed and oil, which occupied 
considerable areas in Argentina before the war, has con- 
tinued to decline rapidly. Increases in production in 
Uruguay and Mexico, despite their importance in relative 
terms, are in actual fact small, having little influence on 


17 Twenty-first Conference of the International Wool Textile 
Organization, London, June 1952. 


Table 144. Latin America: Production, exports and prices of flax 


Production and exports 


(1948 = 100) 
Year 

Volume Volume exported 

of seed 

produced Seed Oil 
Pre-war® ...... 178 8,208 = 
OAT Sta,5 fa. ae 102 133 
OAS mmeistersciele 100 100 100 
TOAD Te ateysie's! ass. 55 132 138 
NOSO Rar. asia, a 75 606 315 
LOST rata cior ares 65 809 382 
Ihe) 4Re Caray 44 255 73 


Production of seed 


(thousands of metric tons) 


Export prices 
Latin Other 
Seed Oil America Argentina countries 
25 33 1,810 1,731 79 
138 103 rm us a 
100 100 1,051 901 150 
86 64 606 433 173 
69 53 806 676 130 
70 51 712 559 153 
F 493 313 180 


Source: ECLA, based on data noted in sources to table 128. ‘ 
® Average of 1934-38 for production; and 1937 for exports and prices. 


160 


Part III. Trends in the principal sectors of productio 


the fall in the flax production index for the region as a 
whole. 

Of late years, unfavourable world prices and the 
droughts which have affected crops in Argentina during 
the last two seasons have helped to accentuate the down- 
ward trend noted above. Before the crisis, it was easy 
for Argentina to sell its exportable flax surpluses. The 
crisis and the Second World War caused, amongst others, 
the serious problem of the accumulation of linseed and 
other stocks, for which there was, for the time being, no 
market. As a result there was a lack of incentive to sow 
the crop, and this, together with the loss of some foreign 
markets through Argentina’s refusal to sell all its flax in 
grain form, intensified the difficulties of the situation. 


4, PRODUCTION TRENDS, DEVELOPMENT PROGRAMMES 
AND ACTIVITIES 


Agricultural expansion is now being given a greater 
degree of assistance within the over-all economic policies 
of the various Latin-American governments than has been 
the case in previous years. This tendency was of particu- 
lar significance in 1952, when a number of programmes 
establishing definite targets were adopted and important 
measures affecting development were taken. 

In certain cases this intensification of agricultural 
policy may be designed to counteract the downward trend 
in production (Argentina, Paraguay), or to increase a 
rate of growth which is slow in comparison with that of 
the population (Chile). In other cases, it may be desired 
to avoid the import of certain agricultural commodities 
which could be produced domestically, to the advantage 
of the general economy of the country (Peru). On the 
other hand, in almost every country, a balanced process 
of development is being sought and efforts are being made 
to ensure that agriculture will not be left behind. Some 
of these countries—Argentina, Paraguay, Peru and Uru- 
guay—have either put into operation or are attempting 
to formulate programmes with definite production targets 
for those agricultural sectors in the expansion of which 
they are most interested; others—Brazil, Chile and Mex- 
ico—have adopted important measures to foster agricul- 
tural development. 

(a) Argentina 

Amongst the agricultural development activities recently 
announced in Latin America, the most important is the 
Argentine programme, which fixes targets for the areas 
‘to be sown with certain crops and for the increase in cattle 
stocks (see table 146). 

The quantum of Argentina’s agricultural production in 
1952 was only 80 per cent of that of 1948, and 74 per 
cent of the 1944 level (the peak year for the last decade) 
and 87 per cent below the figures for 1934-38. It is 
true that the year 1952 cannot be considered a normal one 
on account of the drought.1® However, the tendency for 
products such as cereals and flax to decline was already 
evident before the war, in addition to an almost continu- 
ous decrease in the area sown. This situation became 
particularly acute during the post-war period (see plate 
39). The downward trend in cereals and flax during this 
period has been partly offset by the increase in a number 
of “industrial” crops in Argentina. These include both 
foodstuffs (sugar, ground-nuts, grapes) and raw materi- 
als (cotton, formio), all of which are almost entirely 
consumed domestically. Due to the relatively high degree 


18 See explanation regarding the 1952 crops given in 2 (b) above. 


of elasticity shown by the productive factors in the agri- 
cultural-pastoral sector of the Argentine economy,’® the 
cattle population and the production of meat and wool 
rise as the grain production falls, thus compensating, at 
least in part, for the fall in over-all cereal production. 

On the other hand, crops showing a tendency to expand 
are precisely those which have not been subject to collec- 
tive buying and price control. They have received the full 
benefit of the incentives arising from the increase in de- 
mand caused by the demographic growth and the rise 
in the level of income. 

Omitting the year 1952 as abnormal, it may be noted 
that the production of cereals and industrial oilseeds 
during the period 1948-51 was appreciably lower than 
that of 1934-38. Among the crops comprising these 
eroups of commodities, those which declined most were 
maize, whose productive average in the four years under 
review was only 35 per cent of the level reached in the 
five pre-war years, and flax, whose production fell by 
62 per cent between the two periods mentioned. Wheat 
production remained at a level 8 per cent below the aver- 
age for 1934-48. Conversely, the remaining products 
of these two groups showed an upward tendency which, 
however, did not succeed in counteracting the fall experi- 
enced by other, and more important, crops. In the cereal 
group attention should be drawn to the increase in rice, 
production of which tripled, and to rye, which doubled, 
between the periods 1934-38 and 1948-51. In the indus- 
trial oilseeds group, the production of tung oil, which 
increased thirty times between the same two periods, was 
outstanding. 

With the exception of the cereals and industrial oilseeds, 
all the remaining groups of products showed an average 
production level for the post-war period higher than that 
of the five-year period 1934-38. The smallest increase 
was recorded in meat production. Nevertheless, in view 
of its importance in Argentine pastoral and agricultural 
production, it was the predominant factor in compensating 
for the fall in maize and flax. The most rapid increase 
was shown in the production of edible oilseeds, which 
during the years 1948-51 was almost four times higher 
than in the pre-war period, mainly owing to the expansion 
in sunflower production, as well as to an almost continu- 
ous rise in that of cotton-seed. There was also a marked 
increase in the production of fibres, particularly cotton, 
which doubled between the pre-war period and 1948-51. 
Roots and tubers also rose, especially potatoes, produc- 
tion of which grew by 77 per cent, and dried vegetables, 
which increased almost threefold owing to enlarged crops 
of beans and lentils. Sugar production has also continued 
to improve, although at a slower rate. Its development 
has been more gradual and has been subject to less pro- 
nounced fluctuations than the remainder of Argentine 
agricultural production. Together with cotton, wool, 
tobacco, rice and wine-grapes, sugar is among the com- 
modities whose output during 1952 did not decline. 

The Argentine agricultural expansion programme, an- 
nounced in 1952, established immediate targets for the 
1952-53 harvest, together with others over a somewhat 
more extensive time basis which form part of the govern- 


19Tn certain years part of the land for cereal crops is turned over 
to grazing, when, in the farmer’s judgment, low prices or reduced 
yields do not cover the cost of harvesting. Moreover, the areas where 
the planting of cereals has been discontinued allow an extension 
of the natural or artificial pastures and lead to an increase in the 
number of livestock. 
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Plate 39 
QUANTUM OF CROP AND LIVESTOCK OUTPUT AND ITS COMPOSITION, 1925-52 


(Semi-logarithmic scale) 
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ment’s second five-year plan (1952-57). In spite of 
excellent climatic conditions, however, the 1952-53 tar- 
gets were not fully attained. Of the 7.5 million hectares 
of wheat, 1.6 million of flax, 3.8 million of maize, 1.6 
million of oats, 1.2 million of barley and 2.5 million of 
rye which the plan aimed at putting into cultivation, only 
6.3 million hectares of wheat, 1.0 million of flax, 3.0 mil- 
lion of maize, 1.3 million of oats, 1.0 million of barley 
and 2.2 million hectares of rye were in fact sown.*° The 
main reason why these targets were not reached lies in 
the deterioration of farm equipment and lack of man- 
power. The purchase prices announced by the Instituto 
Argentino de Promocién del Intercambio (Argentine In- 
stitute for Trade Promotion) had the effect of encourag- 
ing farmers to extend their sown areas, since they repre- 
sented—at least at the time sowings commenced—the first 
real improvement which cereal producers had experienced 
since 1948 (see tables 131 and 145). 

However, good climatic conditions during 1952-53 
partly compensated for the smaller areas sown, so that 
yields were higher than average, particularly in the case 
of wheat, for which the grain itself was both heavier and 
denser than usual. According to official estimates, wheat 
production in 1953 will reach 7.8 million tons. Of this 
total, 3.1 million must be set aside for domestic consump- 
tion and seed, and a further 300,000 tons for replenishing 


20 Official estimates. 


Table 146. Argentina: Agricultural expansion plan for 1957, compared with areas 
planted and cattle stocks of previous periods 


(Thousands of hectares and thousands of head) 


Part ITI. 


Trends in the principal sectors of productio: 


Table 145. Argentina: Purchase prices for cereals, fi 
and sunflower 


(In Argentine pesos per 100 kilogrammes) 


Be a A ee E 34.00 50.00 
Plax Axe ne ee 41.00 50.00 65.00 
Maize one yen ketene =f 30.00 * 45.00 
Oats>..nomiec min eee te 21.00 25.50 38.00 
Barley ic f-Peneccees eee 23-D0iew 29.50 43 .00 
Rye koeten te cana tae ae 23.50 28.00 42.00 
Sunflower: tee: wk oe te 29.50 34.00 > 44.00 


Source: ECLA, based on data noted in sources to table 128. 
Prices from the Instituto Argentino de Promocién del Intercambi 
(IAPI); excluding subsidies. 

» Raised to 40.00 pesos on 20 May 1952. 

> Raised to 44.00 pesos on 12 May 1952. 


reserves. Of the remainder, 300,000 tons were sold to 
Italy, and it is planned to export 1.5 million to Brazil 
and 300,000 to Japan. Two million tons remain for sale 
to other countries. The other cereal crops are estimate 
at 4.5 million tons of maize, 1.1 million of oats, 1.2 mil- 
lion of barley and 1.3 million of rye. Allowing for the 
necessity to replenish current reserves of all these cereals, 
which were almost exhausted, possible exportable sur- 
pluses may amount to 1.5 million tons of maize, 400,000. 
of oats, 680,000 of barley and 800,000 of rye. But the 


Products 1957 target Present situation*® Previous maximum = Average 1934-38 
IWIREAEE eres tintajahenaplsin Ss stemretace 8,000 6,270 9,219 7,500 
Plax Cedar archs, shisha wip at te lobe ee rely 2,000 1,020 3,497 2,935 
Maizes cere <2 35 cee kas 7,000 3,000 7,630 6,670 
ata SF Arab ons crave ater slerers win Oe 1,900 oa 2,147 1,459 
Bale yi acters scice.= stsisiterere » state 1,400 1,021 Legge 739 
RVC Sehr ease epvamie tote split 2,800 2,154 2,154 951 
RICE Sah ey ah oe ot pratensis ara aeieys 72 61 61 18 
masistilen 2356 GSAS | AGREES ote 2,000 1,603 1,806 158 
Cottoristveet fs oo aelteiea wleeten te 650 586 586 319 
Gromndnuta ree tok lott ee eects 160 161 182 104 
DUCAIZCANG Meme pict a yee ace je00 & 300 276 276 164 
Wine-grapes’ 2c). 5 esc eee cs 200 177 177 140 
Werbatmates tes. oer ones sone. 94 64 65 57 
ODACEO sete aise ule tec inte eats) 42 42 42 1S 
MGuia yl ease gears 0 nce heiei a ates ofoueso 10 - - - 
AUN Ey SERINE PO. a a 6 2 2 
J AEEAL EL 4S a oe Se at die Ce 8,000 7,017 8,502 6, 284 
SUG ihe a7 Sy Sorc OSes RE oe 500 371 402 115 
Other animal feeding-stuffs...... 200 He + kis 
TOTAL OF CROPS LISTED ABOVE 35,334 25,156 28,496 > 27,628 

Livestock 

Gattletoe nated =p tiene. Ae s'e,3 s5's 2 42,000 45 , 263 © 43 ,000 33 , 762 

DHOED Sse erie tiem sh tafe adr 52,000 54,684 ° 56, 182 44,900 

Pigs am yar ceinenie Ss wr <6. 4,500 3,989 © 10,000 3,976 4 


Source: Argentine second five-year plan and Direccién General de Estadistica y Censo 


(Argentina). 


.* Areas sown or cattle stocks in 1952-53, except in cases where data for this period are not 
available, when the latest available figures are used; these generally correspond to those for the 


1951-52 season. 


> Does not represent the sum of the parts, but the maximum area sown with the crops indicated 


in the table for any given year. 
© 1952 census. 
23937, 
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INDICES OF AGRICULTURAL OUTPUT IN ARGENTINA, 1934-38 AND 1948-52 
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flax harvest, estimated at 650,000 tons, together with the 
stocks of oil and seed controlled by the Institute (IAPI), 
will allow about 600,000 tons of this product, in terms of 
seed, to be exported. 

During the second five-year plan, the agricultural ex- 
pansion programme aims at achieving a very considerable 
increase (40 per cent) in the area sown at present, and 
will involve nineteen different commodities (see table 
146). 

The magnitude of the undertaking can be appreciated 
if it is recalled that the over-all objective of 35.3 million 
hectares is almost 7 million hectares more than the area 
attained in previous periods. 

The greatest expansion anticipated is in cereals and flax, 
the cultivated area being increased by more than 8.3 mil- 
lion hectares, or about 56 per cent higher than the present 
level of sowings. In the 1957 programme, however, flax 
has been given a less important place than previously, 
whereas a considerable expansion in oats, barley and rye 
is planned. This important modification in the structure 
of grain production is probably due to the changes expe- 
rienced in the demand for these products on the European 
market, to the desire to benefit from price variations in 
favour of oats, barley and rye on these markets, as well 
as to the loss of the United States market for flax and the 
fall in the price of this product on the world market. 

If each product is considered separately, it would not 
seem impossible for these targets to be reached, since 
those fixed for the commodities with the greatest per- 
centage growth are similar to, or even lower than, the 
maxima reached in previous periods. However, if these 
increases in area sown and cattle population are con- 
sidered as a whole, it will be seen that the Argentine 
economy has never at any time previously raised produc- 
tion to such a high level which are possible, if a better 
use is made of the land.*! In previous periods the peak 
figures for areas sown or for cattle population (see plate 
40) were always achieved at the expense of decreases in 
other agricultural and pastoral sectors. Furthermore, in 
periods during which the greatest areas were sown, crops 
occupied about 4 million hectares of marginal lands not 
suitable for annual crops. On the other hand, the second 
five-year plan does not provide for large irrigation 
programmes to increase the area of arable lands in 
agricultural zones with a variable climate. 

Varying measures for assisting this agricultural expan- 
.sion programme have been adopted. Mininum prices for 
the 1953 crop (see table 145), which represent a real 
improvement in relative prices for grain as compared with 
other commodities, at least at the time of sowing, were 
announced well in advance of the beginning of the agri- 
cultural year. Furthermore, the Central Bank granted 
import licences for agricultural machinery of various 
origins to the value of 310 million Argentine pesos, a 
figure which represents an absolute maximum and which 
is equal to the total value of agricultural equipment 
imported during the previous five-year plan.?? In order 


21 Report on agricultural production, Sociedad Rural Argentina, 
1953. 
22 During the last few years Argentina has imported tractors to 
the following values (millions of pesos) : 


Year Year 

LOAT whe cots ees 28.9 U95O. crapsa ais 50.7 
1948 visosie was 75.0 JOST ieee 137.5 
1949 vredneers aes AOS 2 rasta tea 310.0 * 


® Licences granted. 
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to import all the machinery, spares and other items 
devoted to agricultural expansion, a preferential rate of 
exchange of 7.50 pesos per dollar has been established. 
In addition, mechanized teams, which lend their services 
to farmers at cost, have been organized with public funds, 
in order to distribute production equipment to better 
advantage and thus overcome one of the most important 
obstacles hindering expansion. 

With the object of solving the problem of manpower 
shortages, the government will be responsible for 50 per 
cent of the cost of the second-class fares of workers mi- 
grating to regions which lack labour at certain seasons 
of the year. In addition, in 1952 the precedent of employ- 
ing the army for harvesting was established, should an 
emergency occur. 


As regards the prices for cereals and for transport, 


it is of interest to note that, through the purchasing regula- 


tions, it has been laid down that a farmer will not suffer — 


any loss due to price changes. In addition, certain meas- 
ures connected with the rotation of the means of transport, 
including co-operatives, have been established to facilitate 
their full employment in 1953. 

Similarly, within the general assistance to agriculture, 
a mention must be made of the government’s decision to 
bear a 50 per cent reduction in the railway charges for 
transporting cattle to winter grazing ground in cases of 
drought. 

All these measures have been supplemented and 
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strengthened by the widening of credit facilities and — 


the establishment of the “Planned Agrarian Credit” 
system of the Banco de la Nacién Argentina, which is 
guided by two main principles: 

(1) Using the national ecological map as a basis, the 
best possible uses and the essential priorities have been 
established for each region, and 

(2) For those farmers who adjust their operations to the 
fixed norms, leading to a full use of the land, preferential 
treatment will be given as regards credit. 

With the application of both these rules it is hoped to 
move crops by degree and with the minimum degree of 
disruption into the zones best suited to them, as well as to 
obtain an expansion in the area planted. It is also hoped 
that the redistribution of production will improve the unit 
yields and the quality of the commodities, thus giving rise 
to a reduction in costs, and that this improvement in yield 
and increase in the area planted will in turn lead to the 
final objective of increasing production. In its first stage 
of development, the credit plan will be applied to the 
most important agricultural and pastoral zones of pro- 
duction. Without detriment to a normal course of develop- 
ment of the other items, the bank aims to achieve the 
expansion and ecological redistribution of wheat, maize, 
oats, barley, rye, sunflower and flax, as well as an intensifi- 
cation of the breeding properties and winter fattening of 
beef cattle, an increase in milk production, and the de- 
velopment of sheep and pigs in the zones best suited to 


them. 
(b) Brazil 


In 1952, Brazilian agriculture produced a volume of 
foodstuffs and raw materials 19 per cent higher than in 
1948 and 34 per cent above the average for 1934-38. 
Almost all agricultural sectors showed a tendency to 
expand, but the actual increase in export products only 
represented a recovery towards the peak reached in 
previous years. Brazil has for many years succeeded in 
basing agricultural activities on domestic consumption, 
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Plate 41 


INDICES OF AGRICULTURAL OUTPUT IN BRAZIL, 1934-38 AND 1948-52 
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INDICES OF AGRICULTURAL OUTPUT IN CHILE, 1934-38 AND 1948-52 
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and they have developed in proportion to the growth of 
population. On the other hand, the substantial volume 
of agricultural exports has fluctuated sharply thus hinder- 
ing continuous and uniform growth in this sector. While 
coffee production fell because of the great depression of 
the thirties, output of other export products, of which the 
most striking example is cotton, grew rapidly, reaching 
a peak in the same year that coffee fell to a minimum. 
For this reason it has been said that coffee and cotton 
in Brazil have opposing economic cycles. Due to the 
high price levels on the world market and the opening 
“up of new arable areas, both crops have recently shown 
an upward tendency. This trend in both cases represents 
a recovery towards the peak production of previous 
" periods. 

This extension of the various areas sown has partly 
_ eliminated the competition for productive factors between 
coffee and cotton at certain seasons in the zone of Sao 
Paulo. 

Coffee still remains below pre-war levels and even 
further below those of its peak period production (see 
plate 41). In 1952, Brazil produced only 80 per cent of the 
coffee harvested in 1934-38. On the other hand, the level 
of production of the other stimulants, particularly tobacco, 
remained 18 per cent higher during the last five years 
than in the period before the war. 

The increase in cotton should be noted, since production 
—although higher than that of pre-war periods—has still 
not yet fully recovered to the maximum level reached in 
the middle of the “forties. Conversely, there has been a 
very rapid rise in the production of cereals, especially 
wheat and maize. In the same way sugar, bananas and 
manioc have also recorded fairly considerable increases. 

Among the many agricultural development activities 
being carried out in Brazil, those relating to the pro- 
gramme for silos and refrigerated warehouses, agricultural 
mechanization and the increase in coffee yields, are 
outstanding. 

The plans for a silo and refrigerated warehouse system, 
which are now complete and for which building contracts 
will soon be placed, will absorb about 1,500 million 
cruzeiros. They will place Brazil in a favourable position 
as regards meeting periods of shortage, grading the distri- 
bution of the commodities placed on the market, and 
ensuring reasonable prices to farmers by means of the 
manipulation of stabilized reserves. 

The Ministry of Agriculture has drawn up a programme 
of mechanization which includes the sale of machinery, 
the operation of mechanized teams and the training of 
agricultural experts, tractor drivers and mechanics. Dur- 
ing 1951 and part of 1952, more than 120 million cruzeiros 
were devoted to the sale of agricultural machinery. In 
the middle of 1952 the programme was reinforced by a 
loan of 23 million dollars from the Export-Import Bank, 
which will allow more than 3,500 tractors, complete with 
equipment, to be acquired. It is estimated that with this 
machinery it will be possible to work over 500,000 
hectares. 

The Bagé Experimental Station in Rio Grande do Sul 
has developed a new variety of high-yielding wheat with 
which it is hoped to accelerate the increase in production 
necessary to reach the annual target of 1.3 million tons 
set by the government. ; 

Efforts are being made to raise the yield of coffee 
bushes by employing better methods of cultivation and 
introducing new varieties. At the Mocéca Agricultural 


Station, experiments in coffee irrigation are being com- 
pleted, with satisfactory results. At the Campinas Experi- 
mental Station, work on selection is being carried out with 
a coffee variety called “Mundo Novo”, identified in 1943. 
It was obtained from a natural hybrid of the “Sumatra” 
and “Borbon” varieties and has revealed undoubted ad- 
vantages as regards yield and hardiness. 

The Experimental Stations in the State of Sao Paulo 
have been working on obtaining cotton varieties yielding 
a greater amount of fibre per unit weight of the boll 
cotton. Introduction of new varieties began in 1938 and 
has produced results of great significance for Brazil’s 
economy. The fibre yield for ginned cotton in Sao Paulo 
rose from 31 per cent during the period 1934-38 to 36 
per cent in 1949-51; in 1951 this 5 per cent increase in 
yield meant additional earnings of some 726 million 
cruzeiros for cultivators in the Sao Paulo area.”* 

(c) Chile 

For many years agricultural and pastoral production 
in Chile have increased at a lower rate than that of the 
population, and this tendency has continued during 
recent years. In 1952, agricultural output was only 5 
per cent greater than in 1948, and 18 per cent more than 
the period 1934-38. Cereals, wine and chicha, dried vege- 
tables and the production of flax-seed and hemp-seed re- 
mained below the 1948 levels. The rises recorded in the 
output of meat, potatoes, milk, wool and sunflower seeds 
were not sufficient to enable agricultural production to 
balance the growth in population. In 1952, Chilean agri- 
culture produced 2 per cent less per capita than in 1948, 
and 8 per cent less than the average for the pre-war period 
1934-38 (see plate 42). 

This slow growth of agricultural production has led to 
an increasing interest for its development in government 
circles. Some years ago an agricultural plan was drawn 
up, which, although not put into practice, had the advan- 
tage of clarifying prevailing opinions and emphasizing 
the importance of agricultural and pastoral expansion in 
Chile’s economy. A joint technical mission from the 
International Bank for Reconstruction and Development 
and the United Nations Food and Agriculture Organiza- 
tion recently visited the country. Their report will serve 
as a basis for a well-integrated policy with specific targets. 

The most important measures taken recently include 
special credits for the development of cattle breeding and 
wheat production. The Caja Agraria (Agricultural Bank) 
has devoted public funds, amounting to 150 million pesos, 
for this purpose and is granting credits for animal fodder 
production, the construction and improvement of cattle 
pens and shelters, the purchase of stud stock and breeding 
animals and the feeding of dairy calves. The object of 
this last is to eliminate as far as possible the present high 
mortality rate for newly-born animals. 

The plan for dairy products expansion, begun in 1948, 
is proceeding successfully. Through this plan, producers 
are being assisted by means of health campaigns, research 
on feeding-stuffs, technical advice and loans for acquiring 
stud stock and building cattle sheds, silos and other farm 
installations. Until mid-1952, the Instituto de Economia 
Agricola, the body responsible for administering the plan, 
had distributed 190 million pesos in loans, mainly for 
dairy equipment and subsidized campaigns against foot- 
and-mouth disease and Bang’s disease. Although milk 


23 Ministry of Agriculture (Brazil), Boletim da Subdivisao de 
Economia Rural, July 1952. 
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Plate 43 


INDICES OF AGRICULTURAL OUTPUT IN MEXICO, 1939-52 
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output is not yet sufficient to meet the demand at the 
present levels of prices and income, it has risen consider- 
ably since the plan was introduced, having increased from 
500 million litres in 1945 to 830 million in 1952.24 

The Corporacién de Fomento (Chilean Development 
Corporation) has completed the technical research and 
cost trials for the sowing and industrial utilization of 
-sugar-beets, and has already bought the machinery for 
the first plant, which will produce 10,000 tons of sugar 
per year.” 

The results observed and the scientific analysis of the 
yield, early-maturing capacity, resistance to disease and 
grain-shedding of about 500 varieties of wheat, may be 
considered authoritative and of prime economic impor- 
tance. The “Vilmorin 29” variety, which the experimental 
stations recommended for sowing in the southern section 

of the country, has led to increases in yields of more than 
20 per cent. The “Baflo” variety, originating from the 
-cross-breeding of two strains of Italian origin, is being 
planted in the central zone and has displaced varieties 
previously cultivated not only on account of its superior 
yield but also because of the basic requirement of the 
region, viz., early-maturing capacity. The Paine Experi- 
mental Station recently obtained a cross from the 
“Mentana” and “Thatcher” varieties which produces a 
wheat with the yielding qualities of the first but which 
is at the same time immune to rust. This disease causes 
losses in the central zone estimated at 350,000 metric 
quintals annually. It is calculated that, in 1953, 15,000 
metric quintals of the new seed will be cropped for 
distribution among farmers, allowing for the planting 
of 12,000 hectares, or about 5 per cent of the area in 
cultivation in this zone. 

The Paine Station has also succeeded in its efforts, 
begun in 1941, to improve the maize crop by developing 
“Maize Hybrid 4193” which produces 25 per cent more 
than the best varieties now cultivated in Chile. Production 
from this seed will allow a fifth of the area sown to be 
covered in 1953—about 10,000 hectares—thus producing 
about 50,000 additional quintals of maize. 

The Instituto de Economia of the University of Chile 
and the Corporacién de Fomento de la Produccién have 
together prepared a system of tables designed to enable 
farmers to employ their tractors to the best possible 
advantage. These tables contain instructions as regards 
the position of the various implements, the width and 
depth of the furrow and the speed of the tractor according 
to the type of soil, its humidity and the vegetation with 
which it is covered. Through the use of this data, it has 
been proved that farmers can work 25 per cent more 
land in the same time and for the same fuel cost. 


(d) Mexico 


The volume of agricultural production in Mexico has 
continued to increase at a fairly rapid rate during the 
last two years, mainly owing to the substantial increase 
in the area devoted to maize, cotton and oilseeds. These 
crops have registered an almost continuous rise since 
before the war, reaching, in 1951, a production 30 per 
cent higher than that of 1948, and 108 per cent higher 
than in 1939. The rate of expansion has always been 
greater than that of the population. While the latter, 
between 1940 and 1952, rose at an average rate of 2.6 


24Data supplied by the Instituto de Economia Agricola. 
25 The complete plan provides for the installation of three plants 
over a ten-year period. 


per cent, agricultural output registered an average in- 
crease of 6.7 per cent annually (see plate 43). 

Nevertheless, in 1952, agricultural production remained 
nearly unchanged, increasing less than one per cent over 
1951. This decline in the rate of expansion was due to the 
stationary production of maize, which was scarcely 2 per 
cent greater than the previous year, and the decline of the 
cotton, wheat and rice crops, which were, respectively, 8, 
13 and 16 per cent below 1951. In 1952, despite the less 
favourable conditions, Mexican agricultural production 
was 31 per cent higher than 1948 and 109 per cent above 
the figures immediately before the war. Furthermore, the 
principal crops in 1952 maintained levels far higher than 
those of 1948 and 1939, A series of crops—sesame, 
coconut, sugar-cane, oranges, pineapples, alfalfa, cacao, 
tobacco, coffee and potatoes—all continued to show a pro- 
ductive increase during 1952 in comparison with previous 
years. 

The bulk of the Mexican population is concentrated on 
the central plateau and exercises considerable pressure 
upon the agricultural resources of the area, while about 
80 per cent of potential agricultural land requires irriga- 
tion. Thus Mexican expansion programmes have so far 
assigned greater importance to the extension of the 
irrigated areas. 

Up to the end of 1952, investments in irrigation by 
the Mexican Government had improved a total area of 
1,567,000 hectares, as compared with the 216,500 from 
the initiation of the programme in 1928 to 1938 inclusive. 
The increase between 1947 and 1952 alone amounted to 
750,000 hectares (see table 147). The Secretaria de 
Recursos Hidraulicos declared in November 1952 that 
the 1947-52 programme had been largely completed, 
and that an additional 155,000 hectares had been im- 
proved by means of small-scale irrigation. The programme 
is continuing and a number of catchment areas of con- 
siderable importance, such as Miguel Hidalgo (270,000 
hectares), Faleén (220,000 hectares) and Presidente 


Table 147. Mexico: Investments in irrigation projects 
and area irrigated 


Area irrigated 


Total investments 


Year (thousands of hectares) 


(millions of pesos) 
Yearly total Over-all total 

OB eS Bike eat ences i a 216.5 
LOO este Ss arses 38.1 22.6 239.1 
VOAQ AR stag vette 36.3 32.1 AUN «2 
LOA Tet fere ete alae 56.7 40.0 sles 
O42 Sat se ses tes 63.0 141.0 452.2 
O43 Nive tas 3.5, 00hs 83.0 83.9 30a 
LOAA I aa aces LaTAe 68.7 603.8 
LOS aa teiscs |e 2s 139.6 PES) 631.1 
POA NM irestes acces 189.0 PAs eat! 816.1 
OAT Reis cae les eves 228.3 120.3 936.4 
MOAB 28 Mine, fs cheueets 249.3 104.3 1,040.7 
1S 7 OT an 260.7 82.5 P1232 
POS OM veyeteas hs stestoys 371.9 63.8 1,187.0 
OSD yeas soca ees 502.1 54.8 1,241.8 
1952 ZEEE soc sae Os 419.0 325.4 1,567.2 
LOS Saat rrneie ccts oye 520.0 f 


Source: 1928-51, Joint Commission of the Government of 
Mexico and the International Bank for Reconstruction and Develop- 
ment, The Economic Development of Mexico and its Capacity to absorb 
Foreign Capital, tables 38 and 39; 1952 and 1953, estimates based 
on provisional estimates and data supplied by the Secretaria de 
Recursos Hidraulicos. 
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Aleman (150,000 hectares), are at present under con- 
struction. For 1953 it is estimated that more than 500 
million pesos will be invested in this type of work. Accord- 
ing to the source mentioned above, the crop occupying 
the greatest area under irrigation is cotton, which covers 
about half the area, followed by maize and wheat. 

In collaboration with the Rockefeller Foundation, the 
Government of Mexico has been working on improving 
the standard of crops. It has obtained new varieties lead- 
ing to increases in production, which will become greater 
as better varieties are produced and their cultivation be- 
comes more general. Outstanding successes have been 
obtained in the improvement of maize and other food 
crops such as wheat, beans, rice and sesame. In addition 
to their higher yielding capacity, the new varieties possess 
other characteristics which make their cultivation par- 
ticularly suitable for the regional environment in which 
they are produced. They also eliminate, or at least reduce, 
the influence of other factors limiting the possibility 
of good yields and extending the crops to other areas and 
other seasons of the year. 

In the case of maize, synthetic and hybrid varieties 
have been obtained suitable for use in most of the areas 
under maize in Mexico. There are high-yielding, early- 
maturing varieties, as well as others resistant to drought, 
winds and the various pests and diseases. Their cultiva- 
tion has led to average yields 25 per cent greater than 
those for the best existing indigenous varieties. As regards 
wheat, new varieties have been produced, which provide a 
high yield, have good baking qualities and, thirdly, are 
resistant to fungus diseases. This last characteristic en- 
ables wheat to be grown in the summer. Since humidity 
increases the incidence of fungus diseases and the summer 
is rainy in Mexico, none of the previous varieties have 
ever been harvested in that season. It is estimated that 6 
per cent of the maize and 25 per cent of the wheat areas 
were planted with the new varieties in 1952. Improve- 
ments in the bean crop aim not only at obtaining varieties 
with a high yield and better resistance to disease, but also 
specifically to provide for early-maturing and upright 
growth. They were developed to avoid the risks to which 


Table 148.“ Paraguay: Minimum plan for 1953 agricul- 


tural 2 aie compared with sowings in’ previous 


periods 
Average Increase 
Produ Targanfor  “isagrfy suche om 
(thousands of (per cent) 
hectares) 
Rice hear nie siysatahaheae 15.0 5.0 200.0 
Potatoes? are als teh ae, 15.0 7.6 97.4 
Ground-nuts............. 20.0 11.9 68.1 
Manin Cel aa tiiis lei satae 75.0 45.7 64.1 
MRODACCOSAeloisls, ies sisegactne 10.000 RY 755 33.3 
MSUZAL-CANG ay. |. 50 + /a\epste bien: 20.0 12.5 60.0 
Coton Ae pin. 2s ein deat 65.0 45.3 43.5 
WOMIOMSE G Fale o Sie .on spr rae 20 ery 47.1 
PERS Rabin cls os \oe,«bhte 2.5 a ate 
TELE 2 Ce Se ee A A Bae) 1.8 38.9 
IMIBICE Aes cs 9.04 » Gordes 105.0 80.0 Slee 
BCATIG OI sti Bs, catnlne scree 25.0 2205 iW 
TL OLAS pei «300 Pye a 0a BY (aD) 241.5 ° 47.0 ° 


Source: Official data. 
® Sweet potatoes. 

b Kidney beans. 

¢ Excludes peas. 


late-maturing varieties are exposed when the rainy seasor 
is short. In addition, they would avoid a sowing season 
which might coincide with that of maize, because insect 
and pest control is impractical for both crops simulta- 
neously. For sesame, uniform maturing varieties with a 
high oil content have been obtained. Research has been 
carried out on the same lines for rice, and at present im- 
provement in the early-maturing qualities and in the 
counteraction of their propensity to grain-shedding is 
being sought for these varieties. 

The use of the new varieties in the various agricultural 
zones is becoming wide-spread. Their production and 
distribution is being carried out by special organizations 
such as the National Maize and Wheat Committees. : 

At the end of 1952 and beginning of 1953, the govern- 
ment announced a short-term agricultural programme 
designed to improve the supplies of maize and beans, 
both of which are staple foodstuffs for the bulk of the 
Mexican population. Guaranteed prices for both these 
products have been fixed, which it is hoped will provide 
both a stimulus for production and be beneficial to the 
consumer. It is planned to extend credit facilities through 
the two official agricultural banks so as to extend the area 
under these crops by some 300,000 hectares. The research 
work being carried out by the National Maize Committee, 
and other bodies, will be intensified. 


(e) Paraguay 


Agricultural production in Paraguay shows a down- 
ward trend which is particularly marked in comparison 
with the growth of the population (see plate 44). The 
principal cause for this decline has been the decrease in 
meat production since 1950. In contrast, other sectors 
of agriculture, with the exception of yerba maté, seem 
to have grown with considerable rapidity within the last 
five years, particularly sugar, edible oilseeds and maize. 
These increases have not, however, succeeded in counter- — 
acting the effects of the fall in meat production, which is 
the main export product of the country. The decline in 
meat exports caused exchange difficulties, and these in 
turn have led to the formulation of a policy for expanding 
agricultural exports and reducing food imports. 

In June 1952, the government issued regulations fixing 
the 1953 targets for the areas to be sown with twelve 
crops (see table 148), placing particular emphasis on 
rice and sweet potatoes, besides recommending the gradual 
increase in the cultivation of fruit trees and garden 
produce in general. The Ministry of Agriculture is respon- 
sible for dividing up the area to be sown according to 
the productive characteristics of each department, and for 
establishing the necessary rules and sanctions for the 
efficient execution of the plan. This Ministry was also 
entrusted with fixing the guaranteed minimum prices 
for all the commodities included in the programme, while 
the responsibility for supplying the required seed is in 
joint charge of the Bank of Paraguay and the Inter- 
American Technical Service for Agricultural Co-operation 
(STICA). 

The target for increasing the aggregate area sown with 
the principal crops represents a figure 47 per cent greater 
than the average for 1945-49. During this latter period, 
it should be noted that unstable political conditions 
affected agriculture, causing some decrease in production. 
At all events, the minimum plan for 1953 aims at obtain- 
ing a higher percentage increase of the area than at 
normal times. 


: 


Agriculture ‘val 


120 


100 


so 


120) 


1006 


80 


120 


100 


80 


100 


50 


150 


100; 


80 


Plate 44 
INDICES OF AGRICULTURAL OUTPUT IN PARAGUAY, 1934-38 AND 1948-52 
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Plate 45 
INDICES OF AGRICULTURAL OUTPUT IN PERU, 1934-38 AND 1948-52 
1948 = 100 


(Natural scale) 


————— AVERAGE 1934-38 


120 


100} 
POPULATION 


100 


80 
80 


120 


100 


B80 
100 


POTATOES AND OTHER TUBERS 
80 


150 PULSES 


150 


100 


COTTON AND OTHER FIBRES 


100 100 
EDIBLE OILSEEDS 


80 


150 


120 


<4 tit 


CEREALS 


80 100 


COFFEE AND TEA 


1948 1952 1948 1952 


Economic Commission for Latin America 


| 
| 


Chapter I. 


Agriculture 


173 


(f) Peru 
During the last few years, the rate of increase in Peru’s 
agricultural production was higher than that of the demo- 
graphic growth. Agricultural production in 1952 was 
11 per cent higher than in 1948, while the population 


_ increased at a rate of 5.2 per cent during the same period 
_ (see plate 45). If a similar comparison is based upon 


1934-38, the increase represents 28 per cent. This rise 
in agricultural production was partly due to the recovery 
to pre-war levels as regards cotton production, and also to 
the rise in the output of cereals, meat, sugar and stimu- 


lants. Among the most important items of domestic agri- 
culture are potatoes, due both to the quantity produced 


and to the fact that they are the staple diet for the bulk of 
the population. 

Agriculture in the coastal region depends entirely 
upon irrigation and the availability of guano and other 
fertilizers, the use of which is a constant source of com- 
petition between export crops and those for domestic 
consumption. The increase in export products is irregular 
and normally rises in periods when the world market 
offers good prices. This has been the case with cotton 
over the last few years. On the other hand, the growth 
of crops for domestic consumption, stimulated by the rise 
in population and income, appears to be more regular 
and to offer less risk, although it is sometimes slower. 

The necessity for increasing the availability of food- 
stuffs, in order to satisfy domestic consumption, led to 
an official plan for expanding production in the middle 
of 1951. According to statements by the Ministry of 
Agriculture, this plan is designed to prevent domestic 
sources of foodstuffs being adversely influenced by im- 
ports. In certain specific cases the aim is to ensure that 
domestic production will cover the entire demand, and 
in others to raise output as far as possible in order to 
reduce the quantum and value of foreign purchases. 
Initially, production of meat, wheat and rice will be 
expanded, and at a later date that of other foodstuffs. This 
increase in food production will not affect that of other 
crops destined for export and which constitute the main 
source of Peru’s foreign exchange earnings. The pro- 
gramme will be developed between the years 1951-52 and 
1956-57, and is designed to increase meat production 
progressively so as to cover domestic requirements fully. 
In addition it is aimed to double the present production 
of wheat and stabilize rice output, thus avoiding the 
sharp fluctuations to which this latter crop is at present 
subject and which causes the necessity for rice imports 
at times. The definite targets fixed for the end of the 
programme comprise the production of an additional 
85,000 tons of meat, 120,000 tons of wheat and 12,000 
tons of selected rice. 

The required investment is estimated at 267 million 
soles, of which 227 million is to be applied to livestock 
development, 27 million to wheat and 13 million to rice; 
217 million soles is made up of credit which will eventu- 
ally be repaid by farmers, the majority of the remaining 
50 million representing the value of installations of var- 
ious kinds, machinery, vehicles and other assets which will 
remain at the disposal of the State. In terms of 1951 
prices, the approximate value of the projected increases 
in the annual production of meat, wheat, and rice are 
estimated to amount to 535 million soles for the year 
1956-57. To this should be added the benefits which it is 
assumed will result from lighter foreign exchange expendi- 
ture, the creation of new sources of work, and the suspen- 


sion of the subsidies which are at present granted in 
order to maintain low prices for the consumer.”® 

The following bodies will collaborate in carrying out 
this programme; the Ministry of Agriculture, which is 
responsible for over-all planning and the grant of technical 
assistance through the Inter-American Co-operative Serv- 
ice for Food Production (SCIPA), and the Banco de 
Fomento Agropecuario del Peré which lends the required 
funds through a system of long-term, non-interest credit, 
for which only service costs are charged. 

Among the measures adopted to ensure that the plan is 
fully carried out and that the targets are reached, the 
most important are the import of breeding cattle and the 
establishment and extension of stud and artificial insemi- 
nation farms; the import of machinery, wire and other 
implements supplied to farmers on easy credit terms and 
at cost prices; the construction of slaughter houses and 
freezing plants in livestock areas; the extension of experi- 
mental farms for breeding and stock production; the 
introduction and distribution of improved types of seed; 
the establishment of mechanized teams; and the granting 
of credit without interest, over a term of eight to ten 
years, for buying stock, machinery and agricultural imple- 
ments for sowing pastures, for constructing silos and for 
establishing grazing areas. 

During the plan’s first year, stock-raisers received 
about 4,200 kilometres of fencing wire and 3,900 breeding 
animals, mainly cattle. In addition, the government in- 
vested one million soles in improving cattle farms at 
Pucalpa and Cajamarca belonging to the Inter-American 
Co-operative Service (SCIPA). Investments in livestock 
during this first year totalled 24 million soles. In addition, 
1.5 million soles were spent in seed, machinery, storage 
facilities and vehicles for the wheat programme and 1.2 
million soles for that of rice. A loan of 20 million soles 
(1.3 million dollars) for the purchase of new equipment 
for the mechanized teams was also obtained from the 
International Bank for Reconstruction and Development. 


(g) Uruguay 

Uruguayan agricultural production has grown with con- 
siderable rapidity during the last five years. In 1952 it 
was 26 per cent higher than that of 1948, a rise almost 
identical to that noted in the pre-war period (see plate 46). 
Meat production—the heaviest item—has not increased 
to any extent since pre-war years. Cereals, wool, potatoes 
and edible oilseeds, however, rose at a considerable rate, 
being the determining factor in the trend towards a 
higher growth of production than in population. The 1952 
meat production, which represented about the same level 
as the post-war average, was only 7 per cent higher than 
in the period 1934-38, indicating a growth very much 
below that of the population. On the other hand, cereal 
output reached a peak in 1951 with a remarkable maize 
harvest, in conjunction with good crops for the remaining 
products. The cereals showing the greatest increase as 
compared with pre-war levels were wheat, rice and barley. 
Wheat production for 1952 was 34 per cent higher than 
in 1934-38, having reached its maximum in 1949. Rice 
and barley tripled and doubled their production respec- 
tively over the period 1934-38 to 1952. Wool showed a 
continuous tendency to rise during the post-war period, 
reaching its peak in 1952, with a production 59 per cent 


26 Tn 1951, the Government of Peru paid 54 million soles to cover 
the difference between the purchasing and selling prices of frozen 
and fresh meat. 
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Plate 46 


INDICES OF AGRICULTURAL OUTPUT IN URUGUAY, 1934-38 AND 1948-52 
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greater than that for the years 1934-38. Over the same 
period linseed continued to present a variable trend, with 
characteristic and very pronounced fluctuations, but also 
achieved a record production during 1952. 

The commodity groups with a more pronounced tend- 
ency to rise were edible oilseeds, whose production in- 
creased twenty-three times between 1934-38 and 1948-52 
owing to the expansion in the cultivation of sunflower and 
ground-nuts, and roots and tubers, mainly on account of 
the rise in potato cultivation. 

Agricultural development in Uruguay is being accom- 
plished through a complex programme. Among the 
measures figure the establishment of guaranteed minimum 
prices for certain crops, the payment of direct and indirect 
subsidies to farmers, the distribution of improved varieties 
of seed—mainly wheat—the provision of technical advice 
by regional agricultural experts of the Ministry of Live- 
stock and Agriculture, and the struggle against pests and 
diseases. These measures have frequently been applied 
to relieve emergency situations, but the government is 
trying to continue its agricultural policy by means of a 
more co-ordinated plan with definite targets. Early in 
1951, a joint mission from the International Bank for 
Reconstruction and Development and the United Nations 
Food and Agricultural Organization visited Uruguay with 
the object of drawing up an agricultural development 
programme. The mission reached the conclusion, as also 
had previous surveys by Uruguayan experts, that a short- 
term policy was of no practical advantage in dealing with 
the decline or the stagnant condition of agriculture and 
stock raising, as witnessed in certain activities. Their 
recommendations placed particular emphasis upon the 
possible development of livestock in Uruguay. It could 
be accomplished almost exclusively through primary and 
direct use of the grazing on natural pasture lands. But 
the inbred quality of the stock is extremely high. Thus it 
was proved that increases in milk, meat and wool produc- 
tion did not so much depend upon the improvement of 
stock as on better measures for sanitation ‘and feeding. 
It is possible that, as regards health measures, progress 
could be achieved without requiring substantial modifica- 
tions in the system of livestock exploitation; but it is not 
the case for feeding. To take full advantage of the factors 
for pastoral production, radical changes are required, 
involving a sub-division of the grazing land, a different 
and rotated system for the pasturage fodder, an increase 
in watering facilities and in tree planting to provide shade 
and shelter. 

In May 1952, taking advantage of these conclusions 
and recommendations, the Ministry of Livestock and 
Agriculture presented to Congress a “Plan for the Incorpo- 
ration of Basic Improvements in the Development of Live- 
stock Production in Uruguay”. Into this project, based 
on the latest techniques and a detailed calculation of costs 
and benefits to be obtained, it is proposed to invest 164.2 
million pesos for the acquisition of 115,600 kilometres of 
wire, the drilling of 5,000 wells, the construction of 25,000 
watering places for cattle and the planting of 100,000 
hectares of trees for shade and shelter. Fifty-three per cent 
of the investment would be financed by Uruguayan capital 
and the remaining 47 per cent would have to be obtained 
through an international loan. The latter funds would be 
devoted to purchasing certain items unobtainable domes- 
tically, such as wire, lumber, equipment for supplying 
water and the construction of watering places, piping, 
pumps, wind pumps, etc. The programme should be 
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carried out in the minimum period of five years. It is 
estimated that the increase in the value of livestock pro- 
duction resulting from these improvements alone, exclud- 
ing the influence of such factors as pasturage rotation 
and the improvement of grazing, would amount to approx- 
imately 38 million pesos annually. This would permit the 
capital investment to be liquidated within twenty years of 
the date when the plan is completed. 


5. TECHNICAL ASSISTANCE 


International contributions to agriculture are greater 
than ever before and constitute one of the most important 
factors in the contemporary history of Latin-American 
agriculture. There are missions from United Nations 
organizations, mutual-aid programmes between the respec- 
tive governments and the United States or foreign loans 
for agricultural development in almost every country. The 
tendency towards financing agricultural expansion by 
means of foreign resources is growing in some of these 
countries. In Mexico, for example, agricultural invest- 
ments before 1947 were financed internally. Between 1947 
and 1950, however, 14 per cent of such investments came 
from foreign resources, made up of funds for the eradica- 
tion of foot-and-mouth disease, and loans for the construc- 
tion of a fertilizer plant, the purchase of agricultural ma- 
chinery and loans for irrigation projects. Brazil and Peru 
have also obtained international credit for the purpose 
of buying machinery, while Uruguay is negotiating a 
loan from the International Bank for Reconstruction and 
Development to complete its livestock improvement pro- 
gramme. 

Before commencing a given programme of agricultural 
expansion, a number of countries take advantage of the 
services of the Expanded Programme of Technical Assist- 
ance of the United Nations in order to obtain an inde- 
pendent and objective opinion on their needs. At other 
times they employ these services to analyse or strengthen 
already existing development programmes. The largest 
section of the agricultural assistance programme is in 
charge of the United Nations Food and Agriculture 
Organization. Other international organizations take a 
direct part in these agricultural programmes only occasion- 
ally and usually in collaboration with FAO. Characteristic 
examples are the joint missions of the International Bank 
for Reconstruction and Development and the Food and 
Agriculture Organization,’ study centres and seminars. 
The Economic Commission for Latin America has collabo- 
rated in some of these projects.7® 

By the end of 1951, FAO had allocated technical 
assistance funds to the value of 394,000 dollars in thirteen 
Latin-American countries. The figure for 1952 was calcu- 
lated at 717,800 dollars and estimates for 1953 at more 
than 860,000 dollars, adding two more countries to the 
programme (see table 149). The amounts include salaries 
for technical experts and scholarship holders, purchases 
of material and equipment and expenses for training and 
instruction centres. 

The countries concerned have been assisted mainly by 
planning, surveys and analyses of agricultural develop- 
ment programmes, the improvement of crops, pest and 
disease control, nutritional data, agricultural economy and 


27 These missions studied the problems of Uruguayan and Chilean 
agriculture in 1950 and 1951 respectively. 

28 ECLA and FAO together sponsored the Latin-American Train- 
ing Centre for Agricultural and Pastoral Plans and Projects (1951) 
and the Agricultural Credit Seminar in Central America (1952). 
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Table 149. Latin America: United Nations Expanded 
Programme of Technical Assistance administered by 
the Food and Agriculture Organization, 1951, 1952 
and 1953 


(Thousands of dollars) 


Country 1951 1952» 1953 °¢ 
ravil'y. 2 varie ete he alae aero 33.6 68.9 179.0 
Chilewx.. neucs tes oe eee 88.2 201.3 237.4 
Colombia 20) hioceer wicerae 65.6 Bisjeal 34.3 
Gosta Rickcas sceasueieoecys WA, 21.6 20.0 
Guba ok aerate acer eit = a = 
PIOUAGORA seen 6 tome oe 41.8 63.4 38.9 
dol Satvador: si 4:00 hee). Bs; 9.3 34.5 16.9 
Guatemala: 20s sae ee 25.4 15.0 10.1 
Bait Sie i. eee 20.8 49.5 60.0 
Honduras .vayajts ster )oh Sasi 38.0 47.3 60.5 
WMexicosc: satin cee ae 56.2 115.9 96:1 
Nicarazual: C2c..1. ustemdctaunere = 6.8 30.0 
TELE Ee RRR Pe Srey Se SE - 20.1 21.5 
Waragiay. sesiie oer. Qt 29.2 22.2 
Perales oro: st eas 10.7 9.2 3.6 
Wiiguays ao. Te eh kites es = - 34.0 
Meriezuela ai /naitie mon deen = = = 
ToTAL FoR LaTIN AMERICA 4. 394.0 717.8 864.5 
WORLD TOTAL. arc dary 1,471.3 5,489.0 
Percentage applied to Latin 
Americal’; ene Soe ae 26.8 assed 


Source: Information especially provided by FAO in their letter 
of 20 February 1953. 

® Expenditure as at 31 December 1951. 

> Revised estimate of 1952 expenditure. 

¢ Estimate for 1953. 

4 Excludes seminars and educational programmes. 


statistics, forest conservation and the development of 
fisheries. 

The major programmes have been developed in Brazil, 
Chile, Colombia, Ecuador, Haiti, Honduras and Mexico. 

In Brazil an expert in rural sociology acted in an 
advisory capacity to the Comissao Nacional de Politica 
Agraria (National Committee for Agricultural Policy) 
for the study and planning of measures for agrarian 
reform and has undertaken teaching work in the Rural 
University of Rio. A specialist in agricultural extension 
work has acted as adviser to the government in the 
improvement of the Agricultural Extension Service. An- 
other sociologist was in charge of a survey on areas 
suitable for colonization, with the object of resolving 
the problems of siting and developing new colonies. In 
relation to the programme for increasing wheat produc- 
tion, an agronomist studied economic conditions in the 
producing areas. In addition, a group of specialists aided 
Brazil to conduct research on the possibilities of large- 
scale exploitation of the forests in the Amazon region. 

The planning and financing of the measures for agri- 
cultural expansion in Chile are being undertaken by 
various government departments. A joint mission of the 
International Bank for Reconstruction and Development 
and the Food and Agriculture Organization visited the 
country in 1951 to study the development of a better- 
integrated programme. Apart from this, Chile also ob- 
tained assistance as regards market problems, forestry 
legislation, the control of potato blight and the eradica- 
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tion of the blackberry, which covers a million hectares 
of arable and pasture land. 

In Colombia, an expert in production has advised the 
government on its plans for increasing the output of rice, 
sugar, wheat, oilseeds, cotton and potatoes, while a group 
of veterinary specialists investigated and advised on the 
diagnosis and control of foot-and-mouth disease. Other 
technical experts lent by the Food and Agriculture Organ- 
ization studied Colombian methods of cattle breeding and 
forestry exploitation with the object of proposing meas- 
ures for improving them. 

Ecuador is another country which has received sub- 
stantial practical aid, obtaining advice upon problems 
related to the storage and distribution of food. Two 
experts were engaged, principally to advise upon the 
storage and trade in cereals. They surveyed the capacity 
and locations of the different types of warehouses re- 
quired, secondly, administrative practices and operating 
costs with their relationship to markets and, thirdly, the 
establishment of a price stabilization system. Ecuador 
also received technical assistance in developing its fish- 
eries and in improving wool production and allied indus- 
tries. 

In Haiti, since 1951, a forestry expert has been 
collaborating with the government in the reorganization 
of the forestry service and the development of a reaffores- 
tation programme having the dual objective of soil con- 
servation and timber supply. In accordance with this 
programme, and to ensure their future distribution and 
propagation, the planting of special types of trees, selected 
by the expert from indigenous stocks for their quick- 
growing characteristics, their adaptability and rapid 
erowth on poor or arid soils, has begun. Moreover, if 
these are exploited in a reasonable way, they would be 
able to produce immediate benefits in the shape of fire- 
wood, tannin or’essential oils. 

The Banco Nacional de Fomento de Honduras (Na- 
tional Bank for Development of Honduras) has drawn 
on the services of an agricultural credit expert, who has 
collaborated in the organization—and current application 
—of a planned agricultural credit programme for farmers 
who cannot obtain loans at commercial banks. In addi- 
tion, a veterinarian was sent to take charge of the labora- 
tory work in the animal industry section of the bank 
mentioned above. A forestry mission, composed of six 
experts, is working in Mexico on the study of plantations, 
types of trees and pests of the wooded regions of the 
tropical and temperate zones, as well as on the present 
situation of the forestry industry. A plant pathologist is 
collaborating in a research programme into diseases 
which attack the pineapple and which have given rise to 
large losses in this crop. 

Prior to the establishment by the United Nations of 
the Expanded Programme of Technical Assistance, the 
United States Government, through the Office of Agricul- 
tural Foreign Relations of its Department of Agriculture, 
had assisted Latin-American agriculture by means of bi- 
lateral agreements in the organization of experimental 
stations and training services. This aid, which consists 
mainly in the supply of technical experts and research 
equipment, has recently been increased with funds from 
the Point Four programme. The most important institu- 
tions through which this aid has been administered are 
the Servicio Cooperativo Interamericano de Produccion 
de Alimentos (SCIPA) which functions in Peru and Haiti. 
the Centro Nacional de Agronomia in El Salvador, and 
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the Servicio Técnico Interamericano de Cooperacién 
Agricola (STICA) in Chile, Costa Rica, Honduras, Para- 
guay and other countries. All these bodies play an impor- 
tant part in the progress of the agricultural development 
programmes of their respective countries. 


6. TECHNICAL AGRICULTURAL PROGRESS 
(a) Mechanization 


Agricultural mechanization in Latin America has con- 
tinued to follow a progressive tendency since 1950, the 
most obvious proof consisting of the steady increase of 
tractor imports. Excluding small garden machines, aggre- 
gate imports for the region amounted to 26,000 units in 
1950 and 41,000 in 1951. The official import programmes 
for Argentina, Brazil, Peru and other countries show 
that no decline occurred in 1952 and, if such programmes 
were entirely fulfilled elsewhere, new advances were made. 
Estimates by the Food and Agriculture Organization for 
the total number of tractors in use throughout Latin 
America give a figure of 118,000 units, which represents 
an 80 per cent increase over 1948. 

The countries showing the greatest progress in agricul- 
tural mechanization during these years were Brazil, Uru- 
guay and Venezuela. 

The number of tractors in Brazil rose from 12,179 in 
1940 to 17,846 in 1950 and 28,916 in 1951. In spite of 
this, Brazilian agriculture still requires a very much 
greater number of machines. The government is making 
efforts not only to increase imports, but also to manu- 
facture equipment within the country. In mid-1952, the 
Fabrica Nacional de Motores signed a contract with an 
Italian firm to manufacture an initial 10,000 tractors. 

Uruguay, in contrast, where units rose to 13,258 in 
1951, is now becoming so highly mechanized that imports 
may continue to diminish until they are only sufficient to 
cover replacements. At present there is one tractor for 
every 95 hectares in cultivation. According to the Minis- 
try of Livestock and Agriculture,” this high mechaniza- 
tion index allowed wheat sowings for the 1953 harvest 
(which at almost the end of the season covered only 40 
per cent of the normal area) to be regularized in a very 
short period. 

Argentina, where most machinery replacements are 
required, has not succeeded in obtaining the necessary 
foreign exchange for its overseas purchases. According 
to figures of the Asociacién Argentina de Cooperativas, 
40 per cent of the tractors in use in 1950 were acquired 
before 1936, 27 per cent between 1936 and 1940, and only 
16 per cent since 1945. In 1951, 6,600 new tractors were 
added, representing 26 per cent of the estimated total of 
25,000 units.2° The government has adopted various meas- 
ures to remedy the situation, amongst them the arrange- 
ment of barter agreements with certain European coun- 
tries. According to official information it appears that 27 
million dollars annually will be placed at the disposal of 
farmers for the purchase of machinery. Nevertheless, 
according to other official sources, it is necessary to allo- 
cate still larger sums for this purpose, in order to fulfil 
the short-range production targets set by the government 
and in view of the poor condition of most of the equip- 
ment. The larger amount of foreign currency (41.5 
million dollars) allocated to farmers in 1952 for machin- 
ery seems to indicate a modification of policy in this 
respect. 


~ 29 Boletin informativo No. 437. 
30 Economic Commission for Europe, document E/ECE/139. 


The change in the relationship between tractor prices 
and those of agricultural produce has contributed to in- 
crease the use of these machines. In 1940 a farmer in 
Sao Paulo region had to sell 25.6 metric tons of boll 
cotton in order to acquire a 36 h.p. draw-bar tractor, 
while in 1951 he had to sell only 10.4 tons to buy the 
same machine.*! In Chile, whereas in 1945 the same type 
of tractor was worth 50.5 metric tons of wheat, 66.0 tons 
of barley or 37.0 tons of sunflower seed, its price in 1952 
had been reduced to 39.0 tons of wheat, 45.2 tons of barley 
or 33.0 tons of sunflower seed.3? 

The progress of mechanization has also been assisted 
by the modifications taking place in the relative prices of 
the production factors, particularly in the areas adjoining 
the larger urban centres. These modifications have had 
to be turned to economic advantage by the substitution of 
one factor for another. Reverting in this case to an 
example, also taken from Brazil, the following figures 34 
show the cost of ploughing an alqueire of land (24,200 
square metres) using animals and tractors respectively, a 
comparison which shows the advantages of machine 
ploughing at present: 


(In cruzeiros) 


Year Animal ploughing Machine ploughing 
LOAO Retatanbeters eevee ts 96.30 132.50 
LOA erat eiakstenisetee as 163.00 192.50 
HOD ciapcetes eisiafavsisaveierece a 358.00 272.30 


(b) Fertilizers 

Latin America, as a region, is a net exporter of ferti- 
lizers, owing to the large output of natural nitrates in 
Chile. But, in contrast, there is a deficiency of phosphates 
and potash. Due to the availability of by-products from 
livestock industries (blood and bones) and the guano 
deposits in some countries, a large proportion of the 
nutritive elements employed as fertilizers are of organic 
origin. 

Production and consumption of fertilizers is increas- 
ing in a number of the Latin-American countries. Acccrd- 
ing to data published by the Food and Agriculture Orga - 
ization, total production of fertilizers rose 45 per cent 
between 1938 and 1952, while consumption grew by 81 
per cent. The most important relative increases were 
recorded in the production and consumption of phos- 
phates, which constituted the scarcest element in the 
fertilizer supply of Latin America (see table 150). 

There is an urgent need in some countries for phos- 
phate fertilizers and much has been done in recent years 
to improve domestic production. Argentina, Brazil, Chile, 
Colombia, Mexico and Uruguay are already producing 
chemical phosphates. Mexico is the main producer and 
the largest factory is located at San Luis Potosi, working 
with imported minerals and sulphuric acid produced lo- 
cally.3* In Colombia, 20 per cent superphosphate is being 


31 Calculated by the Sub-Division of Rural Economy of the Min- 
istry of Agriculture (State of Sao Paulo). 

32 However, in other countries where the real wage of the farmer 
has been reduced in comparison with the real price of the tractors, 
the opposite may have occurred. 

33 Calculated by the Sub-Division of Rural Economy of the 
Ministry of Agriculture (Sao Paulo) on a sample of 205 agri- 
cultural projects. These figures are the product of the costs for a 
day’s servicing for each production factor by the number of days of 
work employed in the operation. 

%4 Mexico also has a plant manufacturing nitrogen fertilizers, 
established in 1951, with a production capacity of 6,000 tons of 
sulphate of ammonia annually. 
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produced in a plant located at Medellin, which uses local 
supplies of sulphur and imported rock phosphate. The 
capacity of the plant is being expanded and Colombia 
produces all the sulphuric acid required by the fertilizer 
industry. Brazil has increased its productive capacity 
with the establishment of various factories; however, as 
this country depends on imported sulphur, its production 
of phosphates is limited by the possibilities for acquiring 
the raw material on the international market. A large 
part of the rock phosphate is also imported, although there 
is a local source at Jacupiranga, where the mineral ex- 
tracted contains 19 to 20 per cent anhydrous phosphate 
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in association with iron and aluminum. The iron is 
separated by magnetic operations, increasing the per- 
centage of anhydrous phosphate to about 40 per cent. In 
Argentina a new plant, with a capacity for 60,000 tons of 
superphosphate, has been constructed. Sulphuric acid is 
obtained from a zinc roasting plant, and thus the sulphur 
supply presents no problem. Uruguay has three plants 
producing phosphates, all of them on the basis of im- 
ported rock and sulphur. The Latin-American chemical 
phosphate industry thus depends almost entirely upon 
imports of rock phosphate and, in some cases, upon sul- 
phur imports as well. 


Table 150. Latin America: Recent changes in the production and consumption 
of chemical fertilizers 


(Metric tons of contents) 


19528 
(A) ToTAL PRODUCTION......... 421,955 
INDIR EP ORG ea on'h ad Sido Abo 
Ghile 5c eioleeitomttien costes o=% 271,696 
Lite te ot ON ERE eS Re 36,000 
Latin: America ©) 204.2 .s.6a- 5. 320,190 
Phosphorus 
Brazil Monta tates elec eee sist 13,500 
Chile, Leen seers Sekar. 20,873 
Pert A Snake oeieara asthe: 25,000 
Latin Ameriea ae. <i cine © © 11,133 
Potash 
Chilek. tyke ee eaten: 11,526 
Perdana ces Bataan athe otk ete 6,500 
Latin America! oy jsnts/s cesses 18,026 
(B) ToraL CONSUMPTION......... 303 , 238 
Nitrogen 
Brazil.432%. Se srt Broa ee 13,000 
Chile iis iy. se nervan areas 9,996 
Cabasct ar etees ie tact aerate 25,687 
Mexico ctperaat. «sy do ska tiers 16,000 
Perisher tek aie Cornea ere 39,630 
atin Americal eee: eee ae 119,529 
Phosphorus 
Brazil Semctas te ee te te eee 33,000 
Chile: Saseeeeh See eras 20,873 
Gubasy524. eee ee eee 26,635 
Peril 3s: aya kee ete eR ee 25,350 
LatinpAmerica saiweceie a ene ae 129,419 
Potash 
Brazil sc. sncow st aacr aie eee 14,000 
Guba ern ok eee eee rae 18,128 
Pera. 2c ce ee eee eee 6,510 
Latin America’. ase nee eae 54,290 


Percentage variation for 1952 over 


1938 1951 1938 1951 
290,000 407,863 445.5 43.5 
223,500 268,070 421.6 +1.4 

21,000 35,440 oe +1.6 
244,500 320,064 433.4 +1.9 
wif 13,500 fi a9 
16,300 16,540 +281. +26.2 
18,700 24,000 re | +4.2 
35,500 71,788 +119.0 +8.3 
10,000 9,871 Sis sy "ei6 6 
*: 6,140 . +5.8 
10,000 16,011 BOS 2G 
108,000 266,421 4-180 ‘Ties EIS 

1,900 12,000 +584.2 +8.3 

9,700 8,746 a eg ppee se 

ih 19,939 Pe: +28.0 

2,800 12,500 +471.5 +28.0 

19,400 37,680 +104.3 35,2 
53,000 105,130 128 161 NSE 1807 
“ 33,000 _ 3: 
6,900 15,981 +202.6 +30.6 
3,250 19,348 +719.6. . 87.6 
17,300 24,000 +46.5 +5.6 
30,000 114,609 +331.4 +12.9 
2 12,000 cs +16.7 
1,100 16,214 +1,548.0 +11.8 
6,400 6,210 sb laih +4.9 
25,000 46 , 682 A117 :Qnny 4658 


Source: Document FAO/52/7/4819, and Yearbook of Food and Agricultural Statistics, FAO, 1950. 


® Preliminary estimate. 
» Includes other unspecified countries. 


1. InrRoDUCTION 


With the passing of post-war readjustment, a new im- 
_ pulse towards industrialization—a fundamental necessity 
for the achievement of a long-term increase in the gross 
product of Latin America—is now apparent in various 
countries. During the last three years there has been a 

renewal of industrial investments in Brazil, Chile, Colom- 

bia, Mexico and Venezuela, where important govern- 
mental and private projects are being undertaken or 
studied, some of them with financial or technical assist- 
ance from the United States, Europe and other sources. 
In these cases, industrial output has increased rapidly. In 
countries, such as Ecuador, Peru, Uruguay and other 
republics, where consumer goods industries still predomi- 
nate, difficulties have affected both industrial production 
and the rate of investment, even though some existing 
projects indicate a change in the industrial structure. 
Conversely, in Argentina, already highly industrialized, 
production has not only failed to return to post-war levels, 
but there was actually a marked decline in certain im- 
portant industrial branches during several months in 
1952. In addition new investment appears to be lower 
than formerly. 

It is worth considering recent phenomena together with 
the growth of Latin-American industrial production since 
the beginning of the Second World War, to obtain a 
better understanding of the long-term progress. Analysis 
of industrial output curves for the region as a whole, and 
for some countries in particular, shows that in the last 
fifteen years the volume of manufacturing output in- 
creased more rapidly than the population in all countries 
where data are available. The rate of increase, however, 
has been extremely uneven in space and time. (See plate 
47.) 

All the countries were affected, more or less similarly, 
by varying difficulties caused by the war-time reduction of 
international trade, its revival during the first years of 
the post-war period, and the effects of the Korean war. 
Although a peak in the rate of growth occurred in the 
period 1940-45, and again in 1945-50, these did ‘not co- 
incide in the same year for each country. The annual 
increase reached a maximum during the immediate post- 
war years, declining after 1947, and becoming negative 
in the case of Argentina. Two exceptions are Chile, in- 
fluenced by the opening of the Huachipato steel plant, 
through its very size, and Mexico, where, after the reces- 
sion of 1945-47, investment acquired a new momentum 
which raised the annual rate of increase. Taken together, 
the six Latin-American countries included in plate 52 
show accelerated industrialization in the post-war period, 
easing in 1951 and 1952. 

Consumer goods industries, in general, have met with 
difficulties. At times these arose from domestic factors, 
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such as poor harvests in some countries, which reduced 
agricultural income, thus causing maladjustment in sales 
and production; at other times the causes were external, 
such as strong competition from imports. A further in- 
fluence has been the structure of the national product, 
which has often strictly limited the consumption possibil- 
ities of the majority of the population. 


The cotton and woollen textile industries are among 
those which have generally experienced very unfavourable 
conditions, partly due to the increase in mid-1951 of 
cotton and wool prices. These coincided with a reduction 
caused by inflation, in the real income of large sections 
of the population, particularly in rural areas, the control 
of agricultural prices, or, in certain cases, by poor har- 
vests. Exceptionally large imports of woven goods have 
been an influence in other instances. A further disad- 
vantage is the low general efficiency of the textile industry, 
which better machinery and organization have improved 
only slightly. Finally there is the new competition from 
rayon and other artificial fibres, which, to a certain extent, 
are replacing cotton products. 


The strongest industrial impulse in Latin Amerca has 
been that of capital goods. The basic iron and steel in- 
dustry was extended to Chile in 1951 and 1952—the first 
time this country had produced steel in any appreciable 
quantity—and also to Argentina, Colombia and Peru 
where the first important projects are beginning to ma- 
terialize. Brazil and Mexico continued to increase their 
capacity and volume of production. On the basis of these 
industries—the market for which, except in the case of 
Chile, is principally domestic and increasing in size— 
secondary mechanical industries and equipment factories 
have been developed, inaugurating a new industrial era 
for Latin America. In recent years, the subject had be- 
come sufficiently important to justify a first conference 
of iron and steel technicians from Latin America and 
other countries. It was held in October 1952, under the 
joint auspices of the Colombian Government and the 
United Nations, to examine and compare the technological 
and economic conditions for the development of iron and 
steel industries.1 The total productive capacity of steel 
ingots in Latin America rose to over 1,500,000 tons at 
the end of 1952, representing an increase of over 100 per 
cent in five years. 

Cement production has shown an equally high rate of 
increase. With consumption rising at more than 10 per 
cent annually in some of the principal countries, the pro- 
ductive capacity—which is continuing to expand—is al- 
ready higher than 10 million tons per year and is meeting 


1 United Nations Economic Commission for Latin America and 
Technical Assistance Administration, Study of the Iron and Steel 
Industry (E/CN.12/293). 
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DEVELOPMENT OF MANUFACTURING INDUSTRIES IN 
SELECTED COUNTRIES OF LATIN AMERICA 


Indices and rates of change 
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an increasing proportion of the demand. The secondary 
_ cement industries have also shown a considerable increase. 

The manufacture of basic chemical products, such as 
caustic soda, sulphuric acid and fertilizers, has been the 
object of considerable investment, and also antibiotics 
and other pharmaceutical products. The preparation of 

soda ash by the Solvay method has been commenced in 
Colombia. The paper industry, especially in Brazil and 
Mexico, has shown marked production increases, although 
at times there have been difficulties in the pulp supply. 
Projects for developing cellulose manufacture in these 
two countries, and also in Argentina, clearly indicate the 
increasing importance of this industry in Latin America. 
_ Industrialization is nevertheless meeting with a series 

of structural obstacles which are not yet being countered 
by a sufficiently co-ordinated and energetic policy. One 
of these obstacles is the shortage of electric power, com- 
mon to almost the whole region, which cannot be satis- 
factorily overcome by the projects at present being carried 
out, nor by those for the immediate future. 

Transport difficulties caused by inadequate equipment, 
or by the poor conditions under which it is working, affect 
the supply of raw materials and fuel, increase costs by 
obliging the maintenance of abnormally high stocks, or 
cause industries to be located in unsatisfactory areas. The 
lack of modern means of transport in many zones prevents 
an increase in the markets for industrial products. The 
markets, influenced by unequal distribution of income, 
are often unable to absorb consumer goods produced by 


industries which give most employment, such as textiles, . 


for example. 

Although these problems of Latin-American industrial- 
ization are not the only ones of a general domestic nature, 
they are sufficient to indicate that an increased rate of 
industrial growth needs a greater co-ordination between 
the various aspects of general economic development and 
the different industrial sectors. It is increasingly neces- 


sary that industrialization policy should anticipate the 
supplementary investments that any given levels of in- 
vestment in industry may cause in other sectors of the 
economy. A lack of adequate planning results in produc- 
tion falling below capacity, so that substantial investments 
are lying idle for long periods. Within the same industrial 
sector there are similar phenomena of a lack of inter- 
industrial co-ordination and vertical integration. For 
example, the development of steel production capacity has 
not always been adequately related to rolling capacity or 
to the supply of raw materials or fuel; paper and similar 
industries have been developed without undertaking do- 
mestic production of pulp, or the corresponding raw ma- 
terial, on a sufficient scale. In many cases the establish- 
ment of industries has greatly increased the load on for- 
eign exchange budgets through requirements for imported 
raw materials, which, with sufficient forethought, could 
have been produced domestically. It is thus indispensable 
to know and to plan with greater care the industrial inter- 
relationship at the same time as these activities are being 
developed. Among the events reviewed below it may be 
observed that important gaps are being filled in several 
countries and that a better supply of the necessary raw 
materials is being ensured. The contrast between the 
situation in various Latin-American countries, as regards 
the evolution of their industrial production and the pros- 
pects for new investments, emphasizes that they are still 
far from maintaining a co-ordinated rate of increase which 
is able to ensure that the maximum advantage is taken 
of investments. 


2. THE SITUATION AND PROGRESS IN SELECTED COUNTRIES 


(a) Argentina 


For some months in 1952, Argentina’s industry showed 
signs of depression. The immediate causes were partly 
the demand resulting from the agricultural crisis, the 


Table 151. Argentina: Quantum of industrial production 
(1948 = 100) 
Percentages 
1947 1949 1950 1951 1952™ Annual cumu- 
lative incre- Variation 
ment 1947-51 1951-52 
PLOTAUR aati sce sot sles) oysinrt 98.7 96.3 99.3 101.7 94.3 0.7 — 7.3 
Non-durable goods......... 95.8 99.8 103.2 103.5 95.3 2.0 rol hc! 
Foodstuffs and beverages. 105.4 101.1 103.4 99.7 102.1 = 1.2 2.4 
Wobdecore qact< . Meat 94.7 107.1 104.3 107.7 114.5 Bid 6.3 
Wextilosin race.) cass tele 90.5 104.0 101.0 100.2 82.3 3.5 —17.9 
Clothing 0. Isu.'omer et 81.0 96.2 86.3 81.4 72.6 0.1 —10:8 
Paper and cardboard... . 94.4 97.9 112.7 123.2 106.2 6.9 —13.8 
Printed matter and pub- 
lications.........>...2%%): 92.5 92.4 105.5 89.8 64.1 — 0.7 —28.6 
Chemical products. ..... 101.3 99.8 109.5 113.5 102.0 2.8 —10.1 
Petroleum derivatives . 86.3 100.6 124.6 123.6 133.8 9.3 8.3 
RUUDCE aE ge te aus 4 ae 102.4 89.2 82.2 Dass, 121.8 3.4 3.9 
Meather': jamhygcin< 56 sts 92.8 92.0 92.4 89.7 76.3 — 0.7 —14.9 
Durable goods...........- 104.2 90.4 92.4 98.7 92.4 snail HAs — 6.4 
Stone, glassandceramics. 100.1 105.4 111.1 108.8 98.6 2.1 — 9,4 
WOO Ake watson aay fatescte nee 95.5 89.8 92'.1 91.4 79.4 — 1.0 =—13.1 
Metals excluding machin 
BLY capo «aha 90.9 101.4 108.6 114.2 89.4 5.9 —21.7 
Vehicles and machinery 
(excl. electrical) ...... 125.4 74.9 68.8 79.0 87.7 —10.3 11.0 
Electrical machinery and > 
apparatus...........- 71.2 101.3 116.2 130.0 146.5 19.3 We 


a  —————————— 


Source: Sintesis Estadistica Mensual, Buenos Aires. 


182 


decline in exports, and the deflationary measures adopted 
by the government at the beginning of the year. But they 
were also due to factors of a more general economic order, 
which became more serious, after progressively increasing 
during previous years. Industrial production in 1951 was 
only 1.7 per cent higher than that of 1948, when output 
reached its peak since the war, to be followed by declines 
during 1949 and 1950. (See table 151.) 


The 1952 decrease appears to have begun in February, 
coinciding with restrictions on public spending and an 
intensive campaign for the reduction of private consump- 
tion. These measures had no immediate or serious effects 
upon industry, owing to the inertia of production and 
official attempts to maintain factories in operation. In 
April, however, and more especially from June onwards, 
there was a considerable decline in manufacturing output, 
which became more marked in the following months. 
There was a certain degree of recovery towards the end 
of the year and it was expected that the outstanding im- 
provement of the 1952-53 harvests would have a favour- 
able effect, in addition to hopes aroused by the second 
five-year plan. 


In April 1952, the generation of electric power fell be- 
low the figure for the corresponding period of the previous 
year. The strict rationing, introduced in March as a re- 
sult of the poor prospects for fuel imports, obliged indus- 
trial establishments in the Federal Capital and in the 
Province of Buenos Aires to suspend work for one morn- 
ing per week in turn, as well as other measures to reduce 
consumption. Industrialists, anxious to decrease produc- 
tion to avoid increasing stocks, more than complied with 
the rationing regulations; as a result, it may be estimated 
that during the second half of the year power consump- 
tion was 10 per cent below the same period of 1951. 


Simultaneously, wholesale and retail sales declined, 
thus throwing the whole burden of the problem of excess 
stocks on industry.” This accumulation of stocks, calling 
for greater credit, placed many industrial concerns in 
financial difficulties and affected the regularity of pay- 
ments. 


There was no general industrial unemployment, al- 
though it appeared to a limited extent from June 1952 
onwards; the policy adopted by trade unions, however, 
favoured a reduction of working hours rather than dis- 
missal of workers, so that factory working weeks of only 
30 to 32 hours were by no means uncommon. Apart from 


2Tn some items the reduction of sales reached 60 per cent of the 
previous year’s figures; in others it was not so great, but with few 
exceptions the decline was general. 
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these short hours, unemployment may have occurred in — 


some industries, although this was not always apparent. 

The sector most affected by the crisis was the textile 
industry, especially woollens, although its effects were also 
felt by the cotton and rayon industries. From March, 
the aggregate output of textiles commenced to descend 
substantially, the decline accelerating in the second half 
of 1952 and by November production was 39 per cent 
lower than in November 1951. Total output for 1952 
stood at 18 per cent below that of 1951. Production of 
carded wool was stopped, weaving mills working on a 
narrow margin had to close down, and some textile mills 
were compelled to reduce working hours. 

The leather industry was also severely affected by the 
crisis, showing output figures 15 per cent lower than those 
for the previous year. There were sharp reductions in the 
sale of footwear and tanned leather, and a number of 
factories worked only half the week. The manufacture 
of less essential items such as saddlery and travelling 
goods was considerably curtailed. The paper and card- 
board industries were also faced with difficult conditions. 
which in turn were affected by the situation in other in- 
dustries and resulted in the output for November 1952 
being 30 per cent lower than the previous year. Similar 
phenomena appeared in the wood manufacturing, light 
metal-working and printing industries. Sales of durable 
household articles, especially electrical equipment, de- 
clined and almost all recently established firms were com- 
pelled to suspend their output. 

The production of construction materials was also re- 
duced in 1952 -as a result of the slower building rate. 
although the cement industry—despite a sharp decline 
during the third quarter—recovered towards the end of 
the year, so that output for 1952, as a whole, was perhaps 
only slightly lower than that of 1951 (see table 152). 
The proportion of cement used in public works—36 per 
cent in 1951—rose during May 1952 to 37 per cent, fol- 
lowed by a gradual reduction to 24 per cent in December, 
with an average of 31 per cent for the whole year. Al- 
though, under the government plan for greater economy, 
no tenders for public works were requested in 1952, those 
already under construction were continued, and these, to- 
gether with the deferred demand of previous years, were 
sufficient to ensure that no reduction in cement consump- 
tion occurred during the year. In fact, some imported 
cement must have been used in addition to the quantities 
produced domestically.® 

Certain industries not directly associated with consump- 
tion suffered less; no reduction in the production rate of 


3 Imports for 1952 stood at 483,000 tons. 


Table 152. Argentina: Production and consumption of cement 
(Thousands of tons) 


Production 

Years capacity Production 
1947. SRS oe Bee 2,021 1,353 
(Cr Ame Rach 2,021 1,252 
1OAG Wee thee 2,021 1,446 
TOSI aot cia en 2,021 1,558 
LOB] csi dere re eeeee Sasiee 2,021 1,543 
1 EP RR ee RII aeRO IO 2,141 1,539 


Apparent feats slish ae id 
Imports consumption increase of cov 
consumption production 

100 1,453 27.4 93.1 
332 1,584 9.2 79.0 
197 1,643 3.7 88.0 
459 2,017 22.8 77.4 
429 1,972 —2.2 78.3 
483 2,022 2.5 76.1 


Source: Asociacién de Fabricantes de Cemento Portland de Argentina. 
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eavy industry, for instance, was apparent. The manu- 
cture of tyres and other rubber products met with no 
ifficulties apart from a certain shortage of raw materials. 
The events of 1952 lead to a review of certain charac- 
ristics of the prevailing industrial development pattern 
Argentina. 

The quantum of industrial output increased at an aver- 
ge annual rate of 5 per cent between 1937-39 and 19406, 
nd even further during 1947-48. This production in- 
rease was possible because a high proportion of capital 
oods imports were for industrial purposes. Industry was 
nabled to supply itself thoroughly with machinery, equip- 
ent and motors, and thus overcome many of the difli- 
ulties resulting from abnormal wear and tear during the 
ar years, when replacements were not available. 

This uneven distribution of imported capital goods, 
hich aided industrial expansion, eventually caused prob- 
ems through the decline of purchasing power in other 
sectors. When Argentina’s economic policy once more 
turned towards agriculture and livestock in 1948—due to 
the necessity for increasing exports and for meeting 
ereater domestic demand—industry was still obliged to 
maintain a high level of capital goods imports, at least 
as regards spare parts and supplementary equipment, in 
order to sustain or accelerate the previous production 
rate. 

Domestic production of machinery and electric motors 
was 950 per cent higher in 1951 than in 1946—mainly due 
to a 600 per cent increase in the manufacture of electric 
motors—but imports are still necessary, not only because 
production is insufficient to meet domestic demand, but 
also since a high proportion of imported raw materials is 
required. 

The changes in Argentina’s economic policy mentioned 
earlier affected the availability of credit, which was not 
extended to industry on the same scale as formerly. This 
credit restriction, in the midst of increasing inflationary 
conditions, caused difficulties for private firms, which had 
to use their financial resources almost exclusively as 
working capital. As from 1949, the Banco de Crédito 
Industrial Argentino, which had previously financed in- 
dustrial expansion, suspended all loans for the installation 
or enlargement of plants, other than those which were in 
the national interest, or those generally included in official 
planning. Consequently, there has been a strong and 
progressive reduction in private industrial investments, 
especially during the past two years.* 

The high level of production attained by industries 
manufacturing consumer goods, which has enabled a 
large number of imported finished commodities to be 
substituted by domestic products, underlines the need to 
increase basic and production goods industries. The gov- 
ernment’s second five-year plan, 1953-57, was formulated 
with this economic development policy in view. 

A considerable expansion is planned for the iron and 
steel industry, with a production target of 640,000 tons 
for pig-iron in 1957, an increase in iron and steel castings 
of 100 per cent over the present figure of 120,000 tons 
and a 500 per cent rise in the production of steel for rolled 
and drawn products. A first step in this direction was the 
contract to equip a coking plant at San Nicolas with a 
capacity of 2,000 tons daily. The expansion planned in 


+Between 1948 and 1951, the establishment of foreign industries 
in Argentina, almost all European, resulted in the introduction of 
machinery to a value of 250 million pesos. In 1951 this had fallen to 
19 millions, and more recently no new applications have heen made. 
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the output of rolled products—which, between 1948 and 
1951, increased by 80 per cent to some 280,000 tons— 
together with drawn products, will make a combined total 
of one million tons.? Seamless steel tubing will also be 
produced to meet domestic requirements of 40,000 tons 
annually. 

The heavy chemical industry will also be extended in 
several branches and there are plans for a productive in- 
crease of 194 per cent above the 1951 figure of 100,000 
tons for basic acids and alkalis. This is more than the 
present consumption requirements, leaving a surplus for 
the manufacture of soda ash to be commenced. At the 
same time production of other chemicals, plastic and 
pharmaceutical items, and fertilizers, will be initiated or 
amplified. 

The manufacture of motor vehicles will be begun, by a 
government corporation, with the production of a num- 
ber of different models at an estimated annual rate of 
5,000 units, plus 2,500 motorcycles. Work has already 
begun on the production of sufficient tractors to supply 
50 per cent of domestic requirements. Surveys have been 
made covering expansion in the manufacture of agricul- 
tural and industrial machinery, motors and other electrical 
equipment. 

The capacity of the cement industry has remained sta- 
tionary of some 2 million tons since 1940; a 500,000 ton 
expansion is projected, although this will not fully ex- 
clude imports, which have risen to over 400,000 tons 
annually for the past three years. 

According to official plans, the production of newsprint 
will rise to 50,000 tons (108 per cent higher than present 
capacity) covering part of the consumption which 
amounted to 109,000.tons in 1951, although this total 
was well below earlier maximum levels. The output of 
other types of paper will increase to 230,000 tons (51 
per cent higher than 1951) and that of cardboard and 
pasteboard to 125,000 tons (47 per cent higher than 
1951) ; the combined consumption of the latter items at 
present stands at 320,000 tons. There are also plans to 
increase the present 7,000 tons of mechanical pulp to 
50,000, and the 34,000 tons of chemical pulp to 135,000. 
This will not eliminate import requirements, since the 
production of paper mentioned above will require 76,000 
tons of mechanical pulp and 202,000 tons of chemical 
pulp. 

It is proposed to increase the production of dissolving 
pulp from the present 5,500 tons to 18,000 tons, a figure 
which will entirely fill the demand for both the existing 
rayon industry and the projected enlargements to it. 

(b) Brazil 

Although influenced by events abroad and by the ab- 
normal volume of imports during 1951, Brazil’s industrial 
position in 1952 generally displayed features favourable to 
the consolidation of the progress which had been achieved 
during the war and the immediate post-war period. Since 
1948, there has been a rapid rate of industrial expansion, 
due to the growing domestic market and the protectionist 
policy imposed by the chronic shortage of foreign ex- 
change. The rate of industrial growth continued in 1951, 
notwithstanding a heavy volume of imports, and eased 


5 Although the plan’s target provides for a considerable increase 
in domestic production, imports of rolled products will still be 
necessary to meet the present consumption of 1,200,000 tons. The 
same applies to pig-iron and steel, output of which will not provide 
the amount required for rolled products, on a conservative estimate 
of the scrap supply. 
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only slightly in 1952. There was a continued increase in 
the production capacity of several basic industries, while 
a substantial number of new projects, tending to fill large 
gaps in the industrial structure, have been undertaken. 

Serious problems, inherent in a period of rapid growth, 
have been encountered. Shortage of electric power, due 
to difficulties in increasing generating capacity at the rate 
required by the potential demand, resulted in rationing 
in 1952. This particularly affected industrial output in 
Sao Paulo and Rio de Janeiro, tending to discourage the 
establishment of new industries in those areas. Generating 
capacity in other regions was also inadequate. Both of- 
ficial and private efforts have been intensified to meet this 
situation, and increases of power production are being 
encouraged in various parts of the country. These plans 
do not, however, provide solutions of an immediate 
nature.°® 

Another factor which affects Brazilian industrialization 
is the shortage of foreign exchange, which has continued 
for several years, with only substantial relief in 1951. In 
the same year the export boom enabled the purchase of 
all the foreign commodities necessary to avoid any inter- 
ruption in the rates both of manufacturing output and 
building. There was only temporary relief for the basic 
problem of maladjustment in various industrial sectors. 
However, the instability of foreign exchange income— 
which reappeared in 1952—and the primary need to use 
it for importing fuel and machinery, has emphasized the 
possibility that industrial momentum may be reduced 
owing to a scarcity of imported raw materials. The ever 
present insufficiency of domestic fuel supplies also con- 
tinues to place Brazilian industry on an insecure founda- 
tion, which might at any time become serious. The slow 
development of transport, which, in 1951 and 1952, ac- 
quired a somewhat greater momentum, entails extensive 
and costly renewal of railway equipment and rolling stock. 
This situation continues to have a greater influence each 
year on import figures, as long as domestic production of 
coal and petroleum fail to reach the necessary level. 

Judging from partial data, Brazil’s manufacturing out- 
put rose by 6.5 per cent in 1952. During 1951, the general 
increase amounted to 7.7 per cent, compared with 13 
per cent in 1950. (See table 153.) Since 1949, there has 
been a greater expansion in ‘industries producing capital 
goods than in those for consumer goods, although produc- 
tion of the former has in some cases reached the limit of 
capacity. The productive increase for industries produc- 

_ing capital goods was 7 per cent greater in 1952 than in 


® See part III, chapter IV, section 2, Electric Power. 


1951, but lower than that of preceding years by 20 per 
cent. (See table 154.) Steel output in 1952 is estimated at 
more than 960,000 tons, exceeding the 1951 figure by 147 
per cent, whereas finished steel products, based partly on | 
imports, amounted to 720,000 tons. Production of railway 
rolling stock has increased, together with output of motor 
vehicle coachwork, agricultural implements, textile ma- 
chinery, apparatus for industrial use, and so on. In the 
case of cement—the basis for construction materials and 
the building industry—there was a recovery, in 1952, of 
the rate of increase of production, through the substantia 
increase in capacity planned previously, viz., from 
1,862,000 tons to almost 2,500,000 tons. Whereas in 1951 
production rose by only 4 per cent, owing to deficiencies in” 
capacity, the estimated 1952 figure of 1,600,000 tons was — 
11 per cent higher than that of the previous year. The: 
chemical industry also shows increases in its basic prod- 
ucts, such as caustic soda and sulphuric acid. 


Most of the principal sectors in the production of con- 
sumer goods experienced favourable conditions during 
1952, due to the strong incentive provided by the general — 
high level of income. Production of paper, rubber prod- 
ucts (tyres and inner tubes, etc.), domestic appliances, 
processed foodstuffs, and so on, continued to rise beyond 
the already high levels reached in 1950 and 1951. (See 
table 153.) By contrast, the textile and leather industries, 
in 1951, achieved a rate of output only slightly higher than 
that for 1948-50, without recovering—or only barely 
exceeding—the maximum levels of the war years, which 
had been surpassed from 1946 onwards in almost all other 
industries. Textile output declined in 1952 due to difficul- 
ties in exporting finished goods.” : 


The renewed momentum of industrial investments in 
Brazil, together with that of Mexico, is one of the most 
substantial in Latin America. It is expressed by the ex- 
ceptionally large number of projects initiated or drafted 
in 1952, leading to the manufacture of new products, in 
addition to the enlargement of existing industries. Al- 
though much of the initiative is of domestic origin—_ 
either public or private—the participation of foreign cap-— 
ital or technical skills has been of prime importance to a_ 
large number of these projects. Capital from several — 
European countries is, for the first time, playing a promi- 
nent part. Moreover, some of the projects are helping to 
industrialize and to diversify the products of areas in the 
interior of the country. 


7 The tonnage of 1951 exports was barely 10 per cent of that in 
1947, the last year in which textile exports reached a high level. 


Table 153. Brazil: Quantum indices of manufacturing output 
(1948 = 100) * 
General Pei Consui reentage i Percentag 

Years ind lex Fl plato Bent Pecssh) increase aie ica! inerastd 
LOAM eeeigthe ne acm onta 86.0 = 87.6 = 83.2 = 
ADAGE dist ctaeienaleniae s 100.0 16.3 100.0 14.1 100.0 20.2 
LOAGs ges 2° mee Settee 110.3 10.3 104.0 4.0 121.3 21.3 
LOGOS 2 cicaverd stays ow he leeatabs 124.6 12.9 112.0 Gell 146.2 20.6 
LOD Pic ae eee eee 134.1 eid 123.0 9.9 153.4 4.9 
M52 aie Sake pinant badouee 143.0 6.5 131.0 6.4 164.8 7.3 


Source: Economic Commission for Latin America, based on official statistics. 


* 1948 weights. 
> Preliminary figures, partly estimated. 
° Estimated. 
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Table 154. Brazil: Quantum indices of industrial output 


(1948 = 100) 
1947 1949 1950 1951 cheba i of sence 
annual increase 1950-51 
1947-51 
CONSUMER GOODS 
Textile industry. ..... 87.3 101.5 107.1 119.1 8.0 Tie, 
Foodstuffs, beverages 
and tobacco..... 90.0 146.8 105.3 120.2 Tao: 14,2 
Sugame ..)s0 4s cece 86.7 97.9 99.5 122.8 9.1 23.4 
Meaticiacnaas eae 89.0 104.6 105.2 109.4 ep) 4.0 
Wheat flour....... 107.0 110.7 136.8 143.7 7.6 5.0 
Dairy produce..... 98.4 114.8 124.5 130.7 7.3 5.0 
WHE dace series 87.8 114.0% 115.65 147.0 > 13.8 Pats 
DOVACCO.. catsicocie 77.4 93.6 1520 78.5 0.2 4.2 
Other industries...... 85.3 108.7 233 129.2 11.0 4.8 
Vegetable oils. .... 72.4 101.1 112.0 V7.7 12.9 sy 
Raper. Ga. chose 92.0 116.2 133.4 139.8 10.0 4.8 
Rubbers. sata 78.2 108.6 IPA LET 126.0 12.7 3.5 
Manures sy. so 04.2% 80.0 85.0 105.0 110.0 8.3 4.8 
Petroleum refining . 89.1 109.1 120.0% 125.5 9.0 4.6 
Hides and skins.... 71.0 107.8 109.2 114.4 LST, 4.8 
rata ie 5.4 taraare 100.7 112.6 134.1 140.7 8.7 4.9 
CAPITAL Goops 
Metallurgy.......... Lied 126.3 159.1 167.0 Ol 23 5.0 
Tron and steel..... Taal 125.5 154.6 162.2 2158 4.9 
Mechanical....... 80.1 127.3: 163.4 lifes 21.0 5.0 
Building materials... . 99.3 106.9 110.1 115.4 3.8 4.8 
Cement’. 2.29554 82.3 i sy 4 124.6 130.7 Tee 4.9 
Lime}: Ae see 84.6 38.2 42.7 44.8 —15.2 4.9 
Woodk. Seiwes. se 107.9 113.0 113.6 119.1 2.6 4.8 
GENERAL INDEX.... 86.0 110.3 124.6 134,1 DEG VERE 


Source: Economic Commission for Latin America, based on official statistics. 


® 1948 weights. 
> Preliminary figures, partly estimated. 


The iron and steel industry, which had a capacity of 
about a million tons of ingot steel at the end of 1951, is 
expanding substantially with enlargements already under 
construction. The capacity of the Itabira plant, which 
uses charcoal as a reducing agent, was increased to 50,000 
tons in 1952. Other plants in Sao Paulo and Minas 
Gerais are undertaking similar projects. One of these has 
been commenced in Minas Gerais, with German participa- 
tion, in order to build a rolling mill—which will make 
seamless tubing, among other products—with a projected 
initial output of some 100,000 tons a year, which will im- 
prove the supply position against a consumer demand 
exceeding 900,000 tons, including tubing. The Volta 
Redonda plant, which is the largest in Latin America, will 
double its capacity during the second half of 1953, to 
produce 700,000 tons of ingot steel, and it is fulfilling a 
programme which it is hoped will provide a total capacity 
of a million tons by 1957. Altogether, rolled steel con- 
sumption in Brazil continues to increase rapidly, and was 
estimated at 1.1 million tons in 1951, of which some 36 
per cent had to be imported. Imports in 1952 still had 
to cover about one third of a similar domestic consump- 
tion. (See table 155.) In view of the above plans, it is 
likely that, in a few years, Brazil will be self-sufficient as 
regards steel supplies, except for specialized products. 

In 1951 and 1952, the increasing supply of steel and 
other favourable factors caused substantial expansion in 
the metal industries, while new plants of various types are 
being planned. Because of their importance to the devel- 
opment of other activities, stress should be laid on the 
manufacture of railway rolling stock, diesel engines, cen- 


trifugal pumps, agricultural implements, oil-extracting ma- 
chinery, internal combustion engines, heavy electrical 
equipment, lathes, boilers, equipment for the petroleum 
industry, textile machinery, coachwork for lorries and so 
forth. In several cases, the export of a proportion of such 
production is anticipated, or has already begun. A Ger- 
man firm is at present investigating the manufacture of 
locomotives in the country. Two large motor vehicle and 
lorry assembly plants have expanded their capacity, and 
negotiations are under way for the establishment of new 
industries, some of them with European participation. 
Domestic appliances, such as refrigerators, have begun 
to be manufactured, whilst plans are being made for the 


Table 155. Brazil: Production, imports and apparent 
consumption of steel * 


(Thousands of tons) 


Percentage of 
Apparent consumption 

Years Production Imports consumption covered by 

production 
IOAT. tems ae 297 AT7 774 38.4 
OAS ig Notes caw beeare 404 236 640 63.2 
LOAD anit Metslel aie iareta 506 248 754 67.0 
OSC rere irs. tesa etka 623 252 875 71.3 
OOM Naar a sata oes 710 396 1,106 64.2 
TO Qe Sehr sue sitesi 720 380 1,100 65.5 


Source: Economic Commission for Latin America on the basis of 
official data. See E/CN.12/293/Add. 1, 2, 3, 4 and 5. 

® Rolled products, including wire, wire-products and tubing. 

b Estimated. 
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Table 156. Brazil: Production, imports and apparent consumption of cement 
(Thousands of tons) 


Years Production Imports 
LOA Sei tig eres sigiele eaaialoer are 914 339 
QA Crate aratoteret = yhete veaenere sree 1,112 351 
1540: 4 eres 1 AL MY gles 1,281 434 
LOSO RM bikes an eyeels aera 1,385 404 
LOS RA. Weave etate cree satetot 1,441 656 
WUSUAME te Ghee y 1,597 820 


Source: Ministério da Fazenda e da Agricultura, Rio de Janeiro, and Economic Commission for 


Latin America. 


production and assembly of sewing machines, office equip- 
ment, spares for vehicles, and so on. Earlier investments 
in equipment and in the training of technical staff are now 
bearing fruit in nearly all these projects. 

In other branches of the metals industry, an important 
project is that for making ingots and other products of 
aluminium, using domestic raw materials; it is expected 
to produce 10,000 tons a year by 1953-54, in the initial 
stages. Present consumption of aluminium is 15,000 to 
20,000 tons a year. 

The new projects for cement production have been 
particularly important, in view of an apparent consump- 
tion of over 2 million tons annually in 1951 and 1952, 
and the need to import substantial amounts in both years 
in order to supplement domestic production (see table 
156). There has been a tendency towards building larger, 
and therefore more economical, units than in previous 
years, and the industry has been more decentralized. In 
1951 a plant with an annual capacity of 120,000 tons 
entered into operation in the Paraiba Valley, using blast 
furnace slag from Volta Redonda (the first of its kind in 
Latin America). A further plant with a 110,000 ton ca- 
pacity was built in Porto Alegre. An increase of 637,000 
tons in the capacity of some existing plants is among the 
projects completed in 1952. This helped to raise the po- 
tential capacity of the cement industry to almost 2.5 mil- 
lion tons, making it the largest in any Latin-American 
country. Also among the current cement projects is a new 
plant for 250,000 tons in the State of Rio de Janeiro, an- 
other for 100,000 tons in Bahia, and a third for 210,000 
tons in Pernambuco. These investments in the cement in- 
-dustry—some of them aided by foreign capital—will help 
to save foreign currency and to provide a more adequate 
local and regional supply. 

The manufacture of tyres and tubes, which reached the 
unprecedented figures of 1.5 million and one million units 
respectively in 1951, and rose by nearly 20 per cent in 
1952, although it was necessary to import natural and 
synthetic rubber to cover the insufficient supply of domes- 
tic raw materials. This will continue for several years 
until the new plants enter into production, when Brazil 
should become self-sufficient in this raw material. The 
manufacture of tyres and tubes for bicycles also experi- 
enced considerable advances, doubling the 1949 produc- 
tion figures. There are projects for new tyre plants, and 
production of rayon cord for tyres has begun, using do- 
mestic raw materials.® 


8 There are two specific projects for producing dissolving pulp 
from eucalyptus, in which production might amount to some 27,000 
tons a year, which is more than consumption requirements. 


Consumption | 

P 
Total esses Esieren oF } 
increase production ; 
1,253 7.0 73.0 i 
1,463 16.8 76.0 j 
1,715 17.2 74.7 | 
1,789 4.3 17.5 | 
2,097 vee 68.7 : 
2,417 15.2 66.2 : 


Chemicals constitute one of the basic Brazilian indus-— 
tries which has yet to expand sufficiently to meet the domes- 
tic demand, but here again, progress was made in 1951-52, _ 
notwithstanding some difficulties in obtaining imported 
raw materials, and the absence of immediate sources of | 
electric power. There were new increases in production of - 
caustic soda, which rose to over 8,000 tons in 1952, but 
this satisfies only a bare 10 per cent of domestic consump- 
tion. On the basis of two projects now being examined, 
it is anticipated that this problem will be solved, and at 
the same time soda ash will be produced, which had pre- 
viously always been imported. One of these projects alone 
should produce an additional 20,000 tons of caustic soda. 
Similarly, projects are under way to manufacture sul- 
phuric acid on a larger scale, using domestic raw materi- 
als—some 60,000 tons were produced in 1952 with im- 
ported sulphur—and it is expected to use this acid as the 
basis for a large fertilizer industry, which will also be 
considerably expanded. 

During 1951-52, there was some expansion in secondary 
chemical industries such as plastics, anilines, paints and 
varnishes, insecticides and pharmaceutical products. Un- 
der this last item, mention should be made of new projects, 
employing United States capital, which will make Brazil 
the largest producer of antibiotics in South America. An 
Italian project is also being studied, for making DDT and 
other products in the Sao Paulo region. In 1953 a new 
factory for synthetic resins and their by-products will 
enter into production, while a project is being studied 
for making plastics, using castor oil.® 

Further continued expansion has occurred in the paper 
industry, where output was estimated at 285,000 tons in 
1951, as against 248,000 the previous year, which met 
some 75 per cent of total consumption; in addition, vari- 
ous expansions are being carried out. Two projects in 
the State of Sao Paulo envisage an annual capacity of 
almost 100,000 tons of newsprint, with another for 10,500 
tons of paper using cane bagasse. Plans are also being 
studied for the manufacture of cellulose with a total ca- 
pacity of 142,000 tons a year. 


(c) Chile 


In 1951, Chilean industrialization entered upon a new 
and important phase, with the opening of the iron and steel 
plant at Huachipato, which had been planned years be- 
fore by the Corporacién de Fomento (Chilean Develop- 
ment Corporation). With this source of supply, the devel- 
opment of heavy industry is now on a firm basis, and 


® This factory will be the second of its kind in the world, and 
would use a new process developed in France. 
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Table 157. Chile: General indices of industrial production 
(1948 = 100) 
Percentage 
Groups 1947 1949 1950 1951 1952 peony feria 5 
increase 1951-52 
1947-52 
Food industries . 95.3 101.3 104.5 109.3 114.8 3.8 5.0 
Sugarioee oe. oe 97.1 109.9 109.0 110.1 123 .6 5.0 1228) 
Beer and soft 
drinkseenny. - 96.1 104.6 103.9 103.8 121.9 4.9 17.4 
Clothing....... 103.9 89.0 90.5 88.1 91.7 —2.5 4.1 
Chemical indus 
PIES oe edie ese 96.5 LOLS 10259 113.9 117.6 4.0 Sia 
Pis-irom 4 ....5 5a 78.3 129.6 84.3 282.5 Saat! 30.2 Dae 
Gas, coke and 
itera dee ear 91.8 103.8 103.9 98.8 96.2 0.9 —2.6 
Electric power.. 92.9 109.9 130.4 144.2 160.6 11.6 11.4 
Miscellaneous 
industries.... 98.5 99.5 99.9 98.7 106.8 1.6 8.2 
General indices 
excluding 
building... .. 95.5 104.4 104.1 122.4 136.1 T3 2, 


Source: Direccién General de Estadistica de Chile. 


steel production has advanced to the stage not only of 
providing a saving in foreign exchange, but also of becom- 
ing an export item, yielding the equivalent of 12.5 million 
dollars in 1952. 

Nevertheless, the structure of Chilean industry still pre- 
sents deficiencies and, as in other countries, encounters 
difficulties as regards the capacity of the domestic markets 
for some items, shortage of electric power and an unavoid- 
able dependence upon imported raw materials ‘and fuels. 

In spite of these factors and the existing inflation, manu- 
facturing output continued to increase during 1952 and 
there was no hindrance to industrial expansion, which 
consisted almost entirely of enlargements to the plants in 
operation. In 1952, there seemed to be a renewed mo- 
mentum of industrial growth, to which the domestic iron 
and steel production largely contributed, as also did the 
programmes and achievements of the Corporacién de 
Fomento in other sectors. 

An active demand for industrial products continued 
and there were no sales problems, with the possible excep- 
tions of textile products and clothing, which was a reflec- 
tion of the world crisis, together with the insufficient pur- 


chasing power of the consumer to meet the high prices of 
these products. The difficulties directly due to the intense 
period of inflation through which Chile has passed— 
strikes for higher wages, disinvestment of the firms and 
the corresponding need for greater working capital—have 
not caused structural disturbances. On the whole, indus- 
try enjoyed ample credit from commercial banks. 

During the winter of 1952, rationingyof electric power 
in the central zone of the country became more severe and 
constituted the most serious ay ee for industrial out- 
put, since factories for the most part had to operate with- 
out public utility power once or twice a month. 

During 1952, industrial production (including gas and 
electricity) increased 11.2 per cent over the average for 
the previous year. In 1951 the aggregate rise was 17.7 
per cent.!° (See table 157.) Production from the Hua- 
chipato iron and steel plant exerted a strong influence on 
the increase in the general indices. There was an upward 
trend in almost all the other industrial groups, although 
to a lesser degree. Increases of 25.2 per cent in the volume 


10 Manufacturing output increased at an average annual rate of 
4.5 per cent between 1947 and 1949. There was no change in 1950. 


Table 158. Chile: Apparent consumption of iron and steel * 


Years Production » 
TOAG 2, NPE chee ss, 32 33 
OA Tas 50 toa eae 36 
MOAG shes aletancssd vccharatepnants 40 
OA er ckyacnia de hereeiten teeiocs 37 
i Ko OU ON Perera ach tog ae 53 
MLO Ls de vejoi bites Moslatnier aa rare 122 93.2 
OB Ds, Geratve aye ere siete acti 163 77.8 


Percentage Per capita 

Consumption annua. consumption 
increase (kgs.) 
134.7 = 24.8 
145.5 8.0 26.3 
145.4 —0.1 25.9 
167.4 15;1 29.3 
164.5 —1.7 28.3 
215.2 30.2 36.4 
240.8 11.9 40.1 


Source: Economic Commission for Latin America, based on data from the Anuarios de Comercio 
Exterior (foreign trade yearbooks) and Compajifa de Acero del Pacifico. 

8 Finished products, including wire and wire products and tubing. 

» Production for domestic consumption, excluding a number of exports, of which those from 
Huachipato were particularly significant, 20,262 tons in 1951 and 31,977 in 1952. 

: tccluding imports of sections and structural steel for the installation of the Huachipato plant; 
total imports amounted to 113.9 and 155.5 thousand tons in 1948 and 1949 respectively. 
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Table 159. Chile: Production and consumption of cement 
(Thousands of tons) 


Net imports 
Years Production and 

exports 
Linda. 6 ora aad ao< 602.3 —1.6 
OAS Pers sre eerie 539.8 0.1 
Less sph ok Sa b-eseon 495.2 aS) 
LOSOminses +e eicas yes 603.2 —8.6 
TOSI Wee eiie oni eee 698.5 —84.9 
LOS Demers cconse etetcuates 818.0 —42.7 


Percentage Percentage 
Apparent ann of | 
Se eee eae 

consumption production 

600.7 Ball 100.4 
539.9 —10.1 100.0 
496.5 —8.2 99.8 
594.6 TORK 101.5 
613.6 3.2 114.0 
113.3 26.6 105.2 


Source: Estadistica Chilena and Anuarios de Comercio Exterior. 


As from 1950, figures have been 


added to cover the production of a new factory which is not included in official statistics and which 


began operations in that year. 


of production of pig-iron, and 10 per cent each in sugar 
refining, electric power, beer and soft drinks, were par- 
ticularly notable. There was also an increase in the manu- 
facture of foodstuffs, chemical products, glass, paper and 
cardboard, jute and hemp goods and clothing. Produc- 
tion of tyres in 1952 reached 164,000 units and exceeded 
by 53 per cent total production for the previous year. 

With the Huachipato plant in regular operation, pro- 
duction in 1951 amounted to 240,000 tons of pig-iron, 
178,000 tons of ingot steel and 126,000 tons of finished 
products (bars, light sections, wire rod, strip, plate and 
tinplate). These figures were considerably exceeded in 
1952, when the amounts were: 270,000 tons of pig-iron, 
243,000 tons of ingot steel and 181,000 tons of finished 
steel. It is anticipated that output in 1953 will rise to 
300,000 tons of steel and 250,000 tons of finished steel. 
The expansions planned will not only supply domestic 
requirements, which have risen rapidly, but will also per- 
mit increases in exports of iron and steel products, par- 
ticularly to Argentina. (See table 158.) 

The availability of products from the Huachipato plant 
is resulting in considerable progress in the iron and steel 
transforming industry. Apart from expansions in the 
rolling mills for flat products, and in the iron and steel 
plant itself, manufacturing capacity is being installed for 
wire, carbide, ferro-alloys, centrifugal tubes, doors, win- 
dows and light sections. There is also a plan for the 
formation of a centre for semi-heavy metallurgical indus- 
tries with structural steel shops, mechanical workshops, 
forgings, assembly of farm machinery, etc., as well as the 
production of rails and railway rolling stock. 


The entry into production of a third cement plant in 
1950 caused a sharp rise in output, so that Chile was 
able to become an exporter of considerable quantities of 
cement. Output—which in 1950 was the same as in 1947 
—rose 16 per cent in 1951] and by a similar margin in 
1952, reaching 818,000 tons a year. (See table 159.) 
Eighty-five thousand tons were exported in 1951 and 
43,000 in 1952. In June 1952, an agreement was reached 
to export 200,000 tons of cement to Argentina. Linked 
with the iron and steel undertaking at Huachipato, another 
cement plant is planned which may operate by 1955. 


Hither directly, or with the support of private firms, the 
Corporacion de Fomento has fostered other branches of 
industrial activity. A beet-sugar plant is in course of con- 
struction, having a capacity of 10,000 tons a year, which 
will allow domestic production to cover at least a small 
part of consumption. A cellulose plant is projected, for 


30,500 tons a year, and another for newsprint of 20,000 
tons annually. At the same time, it is planned to encourage 
the timber industry, to which a United Nations specialized 
agency, the Food and Agriculture Organization, is con- 
tributing technical advice. 

Apart from the sector related to the Corporacion de 
Fomento, other plants have been installed or are in the 
planning stage. The copper smelter at Paipote came into 
operation in January 1952, producing 15,000 tons of 
blister copper, mainly for export. A plastic cloth factory 
was installed in 1951, together with others for writing 
paper, mechanical pulp and pencils. A zinc oxide and a 
penicillin plant are in course of construction, and the 
production of antibiotics is under study, with a plant for 
nicothibyne and another for chloromycetin. A German 
proposal to install a factory for fish meal and oil is also 
being considered. 


(d) Colombia 


After the crisis through which Colombia’s industry 
passed in 1951, and which notably affected consumer 
goods industries, particularly those which were more de- 
pendent on imported raw materials, the main industrial 
sectors recovered their normal rate of growth in 1952. 
Simultaneously, new basic industries entered into opera- 
tion, particularly chemicals, which will begin to replace 
imports. Industrial improvement in 1952 was favoured 
by a protectionist policy of direct restrictions on imports 
and by the more rapid general momentum imparted by 
the government to large-scale works and projects. Such 
measures helped to bring about a return to normal condi- 
tions in the sales volume and also to reduce the stocks 
accumulated during the second half of 1951. 

The readjustment of 1952 originated in the anti-infla- 
tionary monetary policy introduced towards the end of 
1950 and in the devaluation of the Colombian peso in 
1951. Industry had been seriously affected by an increase 
in the cost of raw materials and machinery, and a slacken- 
ing in effective demand, to which the bad harvests of 1950 
contributed. In some sectors—particularly in woollen and 
cotton textiles—unemployment occurred, together with re- 
ductions in working hours. 

The quantum of industrial production ™ was increased 
by 10.5 per cent in the first half of 1952, compared with 


11 Excluding production of coffee mills, which form an important 
part of the whole. This is an export activity, related to farming, 
which fell 21 per cent in 1950, increasing by 43 per cent in 1951 
and by 3.4 per cent in the first half of 1952 as against the previous 
year’s average. 


Trends in the principal sectors of production © 
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Table 160. Colombia: Indices of industrial production 


(1948 = 100) 
Percentage Percentage 
Groups 1949 1950 1951 1952% of cumulative increase 
annual increase 1951-52 
Hoodstutisi priivaes ee ndievoeiate sieihs 108.8 107.3 126.8 130.6 8.2 3.0 
Rubber and similar products....... 126.7 141.7 130.3 138.3 9.2 6.1 
Beverdses nea veycrae a eeciae eee: 113.6 138.9 139.5 155.8 ae ee 
Leatherinn aetn.cte scam een sta o OTa3 106.8 101.9 102.1 0.5 0.2 
Metallurgyavcve tae ieee cman 64.7 104.7 95.2 175.0 ine 82.7 
Non-metallic ores.;05 44425 canes: 122.5 132.8 147.3 174.9 13.7 15.0 
Chemical and pharmaceutical prod 
LS OC COG amor a Cas 126.2 148.7 153.4 190.2 15.3 23.9 
Vobaeco | sa45, scpslasbyastoss wae: 105.8 114.5 130.3 127.6 9.2 Salk 
VPemtiles.. 1c s-nagi trnctelesc <i stake ets 103.3 110.3 104.7 121.6 1.5 16.2 
Total industrial production......... 109.1 120.5 124.8 137.2 7.6 10.0 
Foodstuffs (excl. coffee mill produc- 
ThoM)! ene crt shel ene eee te 107.0 117.0 126.4 129.7 8.1 2.6 
Total industrial production (excl. cof- 
fee mill production)............ 108.8 123.8 124.5 137.6 7.6 10.5 


Source: Economic Commission for Latin America, basic data from the Direccidn Nacional de 


Estadistica, of Colombia. 
« First six months. 


the average for the previous year. In 1951 there had been 
practically no increase, after an upward trend of 8.8 and 
13.8 per cent respectively, in 1950 and 1949. This recov- 
ery during the first half of 1952 was common to all indus- 
trial groups. (See table 160.) Rubber and similar com- 
modities, metallurgy and textiles —which had fallen 
respectively in 1951 by 8 per cent, 9 per cent and 5 per 
cent—rose 6, 84 and 16 per cent, in that order, in 1952. 
In the rubber industry, tyres formed the outstanding item 
with an increase of 17 per cent, whereas textiles showed 
a general rise in woollen, cotton and rayon yarns and 
cloth. Other groups in which the rate of growth increased 
with respect to the previous year include the production 
of beverages, non-ferrous metals and the chemical and 
pharmaceutical industries, which rose respectively by 2 
per cent, 19 per cent, 18 per cent and 16 per cent in 1952. 
Paints and varnishes were partcularly important in the 
chemical industry, together with the manufacture of 
matches, in which 1948 production was almost quad- 
rupled. Cement production, which has progressively ex- 
panded, continued to increase in 1951 and 1952—although 
at a lower rate than the average for 1948-50—achieving 
by 1952 an output of 704,000 tons, that is, slightly more 
than double the 1947 volume. (See table 161.) 


The production rate for food industries }* fell from 
8 per cent in 1951 to 2.6 per cent. The leather industries, 
which in 1951 had fallen 4.6 per cent, remained stationary 
in the first half of 1952, while tobacco production fell 
somewhat after the sharp upswing of the previous year. 

The development of basic industries—many of them 
encouraged by the government—is an indication of Co- 
lombia’s transition towards a more advanced industrial 
structure. Towards the end of 1951 a plant having an 
annual capacity for 36,500 tons of soda ash, using the 
Solvay 1° system, for 9,000 tons of caustic soda for 4,400 
tons of bicarbonate, came into production. It will almost 
entirely cover the country’s alkali requirements. 

Manufacture of sulphuric acid and superphosphates has 
increased, and is beginning to cover domestic demand. 
Paz de Rio will produce, as a by-product, over 25,000 tons 
of 18 per cent phosphate slag, for use as a fertilizer. En- 
largements are being studied for the chlorine plant, which 
earlier supplied the entire domestic consumption and part 
of Venezuela’s needs; however, the increase in demand 
has rendered an expansion necessary. Some of these 


12 See preceding footnote. 

18 At the beginning, the firm had serious sales problems, par- 
ticularly as regards soda ash. This was undoubtedly due to the 
abnormal imports effected during 1951 to build up stocks. 


Table 161. Colombia: Production and consumption of cement 
(Thousands of tons) 


Percentage 
Imports Apparent annual Percentage of 
Years Production and consump- increase consumption 
exports tion in covered by 
consumption production 
OAT rsx hhc heyeio font lair 346 INT, 463 = 74.7 
POAC cee it Ruse oie a ao 364 43 407 —12.1 89.3 
TOL Wo ae Meee bated see Se 475 23 498 22.4 95.4 
MOSO Mays cactatsgs spit qe aeiote ¢ 567 —19 548 10.0 103.5 
1 yt bad mete icp Raton a 648 —10 638 16.4 101.5 
Oey emt bd Sasoeroren spate 704 —5 699 9.5 100.8 


Source: Revista del Banco de la Republica, Colombia. 
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projects are leading to an industrial integration which is 
of great importance to Colombia. Based on domestic pro- 
duction of soda ash, for instance, a factory is to be in- 
stalled making sheet-glass and glass containers. Another 
project about to be undertaken is a plant for refined salt, 
with lower production costs. 

The new momentum towards investment can also be 
noted in other sectors. The main paper and cardboard 
mill is carrying out an expansion intended to meet do- 
mestic consumption of kraft paper and cardboard. The 
cement industry, which grew very rapidly, is now planning 
new capacity increases. The textile industry is beginning 
to pass through an evolutionary stage, characteristic of 
several Latin-American countries. Output of rayon yarn 
and cloth, which was not adversely affected by the crisis 
of 1951, is now to be increased. A plant for acetate yarn, 
using imported raw materials, began operation in 1952, 
with an annual capacity of 1,500 tons, representing an 
investment of approximately 8 million dollars. Moreover, 
an expansion project is under way for a viscose rayon 
yarn plant. 

The outstanding change which is about to take place in 
Colombian industry is the establishment of the Paz de Rio 
iron and steel plant. Construction of this plant began in 
1950 after many years’ study and preparation. Initial 
production of 126,000 tons of finished products, on the 
basis of a blast furnace having a capacity for 500 tons 
of pig-iron a day, and the use of raw materials located 
within a radius of 50 kilometres from the plant, will per- 
mit Colombia, as from 1954-55, to replace most of its 
iron and steel imports, at a saving of over 12 million 
dollars a year; imports will still continue, however, owing 
to consumption increases. 

But Colombia’s industry is facing substantial adverse 
factors. One of these is the shortage of power, for which 
no adequate solution is yet in sight, partly owing to the 
lack of a national electrification plan. Nevertheless, trans- 
port constitutes the most serious problem. Due to the 
topography of the country, the question of transport ham- 
pers the creation of an integrated domestic market, and 
results in high costs for shipping merchandise. It is 
anticipated that the programme for modernizing and en- 
larging the railway system, as well as the rebuilding and 
extension of highways, will assist in strengthening the 
domestic market during the next few years. Conversely, 
Colombian industry is succeeding in attracting both do- 
mestic and foreign capital to a greater extent than for- 
merly. During 1951-52, the number of firms with capital 
invested from both sources was striking. Much the same 
as in other Latin-American countries, a new tendency is 
apparent for the investment of European capital, which 
is seeking opportunities in the chemical and iron and steel 
industries, as well as in the manufacture of metals and 
even textiles. 


(e) Ecuador 


Due to the over-all situation of economic development, 
which has yet to cause an appreciable widening of the 
domestic consumer market, Ecuador’s industrial progress 
has been slow in recent years. It is almost entirely de- 
pendent upon the annual results of agricultural activities. 
There was a decline in textile production, which is the 
principal industry, at the beginning of 1952, through an 


14For more complete data, see The Economic Development of 


Ecuador (E/CN.12/295). 
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accumulation of stocks which followed the poor 1951 
harvests. 

Nevertheless, there is some progress in Ecuador, tend- 
ing towards an industrial expansion for basic consumer 
goods. A new flour mill came into operation in mid-1952, 
with a capacity for 22,000 tons a year. This raised the 
total capacity of the milling industry to 70,000 tons, based 
on imported wheat, and it is anticipated that future in- 
creases in consumption can be met, since the new mill is 
at present working at only 20 per cent of capacity. New 
investments are being made in several branches of the 
foodstuffs and beverages industries, among them the 
preservation of fruit and vegetables; these include the 
renewal of equipment, the introduction of modern tech- 
niques and the construction of new factories. The phar- 
maceutical industry has developed considerably and a 
plant is now operating which, although it uses imported 
raw materials, not only supplies the domestic consumer, 
but competes on the markets of other Latin-American 
countries. In the textile industry, there is now a prefer- 
ence for the manufacture of rayon piece-goods. Two of 
the four textile mills installed in Ecuador during the last 
three years are rayon-weaving plants. In addition to 
these, there is a further mill under construction, while 
another, for rayon yarn, is in the blueprint stage. 

A first step has been taken in the sectors of basic in- 
dustry which may be very important for future develop- 
ment, although at present such industry is small. The 
cement plant located in the coastal region, with a capacity 
of 100,000 tons, produced 79,000 tons in 1951. This pro- 
duction covered all consumption reguirements, although 
they rose in the last five years at an average rate of 12 
per cent annually. This plant will be joined by another, 
having a capacity of 50,000 tons of cement a year, to be 
installed in the plateau region. An attempt has already 
been made to manufacture electrolytic caustic soda, while 
a plant for sulphuric acid, based on local sulphur produc- 
tion, is under study. Plans are being drawn up for a 
paper factory, using domestic raw materials—mainly 
bagasse—and which will supply from 70 to 80 per cent of 
paper requirements. The Corporacién de Fomento set up 
by the government in January 1949, has played an im- 
portant part in several of these projects. 


(f) Mexico 


The Mexican manufacturing industry has experienced 
a new upward trend in recent years. This was mainly due 
to the currency devaluation of 1949 and the protective 
tariff measures, thus restricting imports, which have been 
in force since that date. The considerable volume of pub- 
lic and private investment, and the peak period reached 
by the agricultural and commercial sectors of the economy. 
caused demand to act as a continual incentive to industrial 
production. The exception has been in some consumer 
coods industries, among them textiles, where sales have 
been limited by insufficient purchasing power in the in- 
terior of the country. This tendency was not offset by the 
slight recovery in foreign markets for Mexican textiles in 
1951. The very unequal distribution of income, apparent 
in Mexico since the Second World War, has been an 
adverse factor in the progress of basic consumer goods 
industries (such as textiles and footwear). It has, on the 
other hand, constituted an incentive for industries manu- 
facturing durable consumer goods, which have expanded 
rapidly, particularly in metal and electrical goods for 
household and commercial use. 


| 
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Table 162. Mexico: Quantum indices of production for selected industrial groups 


(1948 = 100) 
paar kL Percentage 
Groups 1947 1949 1950 1951 1952 annual increase 
increase 1951-52 
1947-52 
Pig-inouseis tsi. wee 134.2 117.4 129.4 144.7 173.6 Es) 20.0 
dngotmstecls. aeess saa 99.4 Arley 133.6 156.2 181.6 12.8 16.3 
Finished steel.......... 98.5 133.0 138.0 169.7 193.0 4 14.4 1357 
Cement fan ye ss nies acs 92.5 109.0 128.5 142.1 151.8 10.4 6.8 
Sulphuric acid.........- 92.3 105.1 119.9 235.0 288.8 ® 25.6 22.9 
Soap cite usaeondaeieel ae 89.0 aay LSS 113.7 106.9 Bell —6.0 
Rapetaers ss seers eeinee 75.4 107.7 124.2 136.1 Aye ORG —7.9 
Cardboard and paperboard 86.2 101.0 123.1 128.0 1S5i9 9.5 5.8 
ba aoa enemas eae 86.8 101.6 95.0 120.3 112.0 Byer —6.9 
Mextiles*t.3.cy cae aeons 96.1 92.0 97.5 86.2 82.5 —3.0 —4.3 
Leather footwear........ 86.8 93.7 98.1 87.7 90.0 0.7 256 
Vegetable oils.......... 107.9 123.0 135.8 134.4 27.1 Se) —5.4 
Becerra se deen eee 95.9 120.3 147.1 178.7 170.2 ipa —4.8 
Preserves: <i... eum ae 91.6 11.3 128.2 Lie 120.2 5.6 —29.8 


Sources: Pig-iron—Iron and steel companies; finished steel, ingot steel, and textiles, Banco de 
México; cement—Nacional de Cemento; sulphuric acid—C4mara Nacional Financiera; paper, card- 


board and paperboard—Joint Mission of the 


exican Government and of the International Bank for 


Reconstruction and Development, and El Desarrollo Econémico de México y su Capacidad para Absorber 
Capital del Exterior, México, 1952, table 86; footwear, tyres, vegetable oils, beer and preserves— 


Revista de Estadistica. 
= Estimated. 


The combined effect of this income trend, the industrial 
development policy promoted by the government and 
tariff protection, has also provided a new and powerful 
incentive for capital goods industries. Their development, 
which—as in the case of Brazil—is the most notable fea- 
ture of Mexico’s industrialization, was more intense than 
that of consumer goods industries, and has thus been an 
objective of industrial policy. By and large, the growth 
of capital goods production in 1952 and the crisis of the 
industries manufacturing consumer goods are very ap- 
parent (see table 162). These statements may be illus- 
trated by partial data. Production of ingot steel increased 
—notwithstanding the low figures for 1948 and 1950—at 
a cumulative annual rate of 12.8 per cent between 1947 
and 1952,1° while that of finished steel rose at the rate of 
14.4 per cent during the same period. Cement output 
showed a cumulative annual increase of 10.4 per cent. 
Similarly, production of sulphuric acid rose at a cumu- 
lative annual rate of 25.6 per cent; paper, 10.7 per cent; 
cardboard, 9.5 per cent; and tyres, 8.4 per cent. For 
almost all these industries, the annual increases between 
1949 and 1952 were substantial, sometimes higher than 
the averages for the preceding years. 

By contrast, two important consumer goods industries— 
textiles and leather footwear—recorded between 1947 and 
1952 a decline of 3 per cent cumulative annual average 
for the former, while the latter hardly increased (see table 
35), with particularly sharp declines in 1951 and 1952. 
Affected by the competition of synthetic detergents, soap 
production also fell in 1951 and 1952, although it had in- 
creased substantially in 1949 and 1950. But vegetable 
oils, beer, and preserved food maintained a satisfactory 
rate of growth throughout the 1947-51 period, although 
they declined in 1952, especially preserved food. 


1° But not for pig-iron, due to a sharp decline in 1948. Neverthe- 
less it rose by an average of 5.3 per cent. 


Capital goods industries continued to encounter ob- 
stacles, inherent in their uneven growth and the lack of 
integration, sometimes aggravated by local transport difh- 
culties or the shortage of raw materials. Notwithstanding 
the extraordinary upward trend in production and the 
steady rise in total consumption, this has resulted in low 
coefficients for utilizing installed equipment, particularly 
in the iron and steel, and cement industries. Official efforts 
are at present being directed towards solving some of these 
problems and to achieve a greater integration of industrial 
processes; it is anticipated that the expansion planned in 
some sectors will permit the full utilization of the basic 
productive capacity in other sectors. 

The example of the iron and steel industry provides a 
specific illustration of the type of maladjustment which 
has arisen. Production in 1952 was 535,000 tons of ingot 
steel and 456,000 in 1951. Notwithstanding these un- 
precedented figures, domestic production in 1951 only 
covered 55 per cent of total iron and steel consumption, 
compared with 61 per cent in 1950 and 70 per cent in 
1949. Nevertheless, between 1947 and 1950 blast furnaces 
operated at from 50 to 55 per cent of their maximum 
theoretical capacity, and, in 1951, experienced serious 
setbacks through lack of raw materials and coke. Steel 
production in 1951, greatly assisted by scrap and pig-iron 
imports, constituted only 71 per cent of the country’s theo- 
retical capacity. In view of projected transport improve- 
ments and the installation of a coking plant (now being 
completed), designed to produce about 300,000 tons of 
coke by mid-1954 and over 400,000 tons by the end of 
that year, it is anticipated that a fuller use will be made 
of the present blast furnace capacity and that domestic 
coke requirements will also be filled. This will provide a 
firm basis for new enlargements, which include a project 
for installing a new blast furnace having a capacity of 
700 to 800 tons a day. Assuming 80 per cent efficiency, 
Mexico will be producing 518,000 tons of pig-iron by 
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Table 163. Mexico: Capacity, production and consumption of cement 
(Thousands of tons) 

Percentage Percentage of 
Net imports Apparent of consumption 
Year Total Production and consump- annual cover 
capacity exports tion increase in by 
consumption production 
OAT vrs nrsteis Steaks ea iaiois 1,460 999 72 1,071 3.5 93.3 
WOAS,, ceccccre oles steiecste ses 1,538 1,080 —30 1,050 2.0 102.8 
1949 Wowie see ole eta ole 1,795 Wade —4 1,173 17 100.2 
TOS OR ae tate patra a 1,974 1,388 —18 1,370 16.8 101.3 
LOB. Seevedere ie orsienstelsnaieys 1,974 1,535 3 1,538 12.3 99.8 
LOS 2 cai a ceteiaiens wlets)s 25420 1,640 4 1,644 6.9 99.8 


Sources: Camara Nacional del Cemento and Direccién General de Estadistica. 


1955 or 1956, that is, double the figure for 1951.1 This 
will provide a better future supply for the steelmaking 
and finished steel industries, although no very notable 
_improvement can be expected in the immediate future. 
Steel capacity during the next few years will rise by 40 
per cent over its present 644,000 tons, and there are 
prospects for increasing production of ingot steel to over 
750,000 tons (i.e., 66 per cent above the volume for 1951) 
if outstanding obstacles can be overcome. This will cover 
approximately 70 to 75 per cent of the anticipated future 
consumption. 

Rolling mill production has also progressed consider- 
ably, particularly since 1949. In 1952, some 500,000 tons 
were produced as against 441,000 tons in 1951. Never- 
theless, in the case of steel sheet, sections, rod, tinplate 
and other articles, domestic production has risen at a 
lower rate than consumption, which, altogether, may be 
estimated to have increased at the rate of 20 per cent 
annually during the last few years. Several expansion 
projects are under way for rolling mills, which will come 
into operation between 1954 and 1956, based on the 
anticipated higher steel production; there are prospects 
of covering domestic consumption—except for special 
products—if high coefficients of utilization are achieved. 
A plan is also being carried out for a large plant making 
seamless steel tubes, which will supply, amongst others, 
the petroleum industry. 

By the end of 1951, the cement industry—whose expan- 
sion has been the most rapid of all—had developed a 
capacity of 2.1 million tons, or 8 per cent more than at 
the end of 1950 and more than 45 per cent higher than 
the figure for 1947 (see table 163). A large part of the 
increase was due to enlargements in existing factories, 
while eight new expanded plants are in course of construc- 
tion or in the planning stage, plus one new factory, so that 
total capacity will be 2.8 million tons by 1954, that is, 31 
per cent more than in 1952. This rapid growth is the 
result of the high rate of increase in cement consumption, 
which rose by 9 per cent between 1947 and 1952 (see 
table 163). This is, however, another industry in which 
transport difficulties and inadequate fuel or power supplies 
have prevented full use being made of capacity, which had 
shown coefficients of 70 per cent in 1950 and 68 per 
cent in 1947. Only in 1951 and 1952 did the cement 
industry succeed in reaching 77 per cent of its potential, 


16 A sponge-iron plant has also been installed—the first in Latin 
America—with a present capacity of 12,000 tons, which will be ex- 
panded to 60,000 tons, while the installation of low shaft furnaces 
for the use of non-coking coal is being studied. 


and even then it did not adequately meet the demand. 
As a conclusion, it is not merely a question of improving 
the efficiency of the industry, but also of continuing to 
increase its capacity. 

Apart from its direct use in public and private building, 
cement is also a raw material, 20 per cent of the output 
being used for a series of rapidly developing auxiliary 
industries. These include the production of tiles, concrete 
tubes, asbesto-cement materials, lamp posts, transmission 
pylons, and piles. 

During the last three years rapid progress has also 
been made in the chemical industry, particularly as re- 
gards sulphuric acid, where both capacity and output have 
been doubled (see table 164). Although this has enabled 
the aggregate domestic demand to be met, the 105,000 
tons produced in 1952 still represent only two-thirds of 
total capacity. A substantial part of sulphuric acid pro- 
duction is used directly for the manufacture of chemical 
fertilizers. The plant installed in 1951 for an annual 
production of 60,000 tons of sulphate of ammonia is 
working at full capacity and substantial enlargements 
are planned. 

Another industrial sector in which outstanding progress 
has been achieved is the manufacture of paper and 
cardboard, where 1951 and 1952 output amounted to 
180,000 tons and 172,000 respectively, or 27 and 21 per 
cent above 1949. This increase was made possible by 
the acceleration of production in the government plant 
installed in the State of Jalisco in 1946, which, owing to 
the raw materials readily available, has been the only one 
capable of producing pulp and manufacturing paper 
almost at maximum capacity. Efforts are being made to 
cover, during the next few years, the national deficit of 
pulp—not less than 50,000 tons a year—by means of 
three large projects, at present under consideration. These 


Table 164. Mexico: Capacity and volume of produc- 
tion of sulphuric acid 


(Thousands of tons) 


Years Capacity Production 
LOAD te states 63 38 
BODO ssa steccess 63 43 
i AS 136 85 
WD 2 cassierers 153 105 


Source: Banco de México. 
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_ are essential to meet the average rate of increase of 9 to 
10 per cent in total paper consumption (excluding news- 
print). Projects are being studied for the production of 
_ chemical pulp from sugar cane, and a first mill is being 
installed with a capacity of 9,000 tons. No definite deci- 
' sion has yet been taken for the domestic manufacture of 
_ newsprint, although the present annual consumption 
exceeds 50,000 tons, and may easily increase. 


Various branches of the Mexican mechanical and elec- 
trical industries show advances. Production of motors 
and equipment for industrial use, domestic electrical 
appliances, steel furniture, stoves, sanitary fittings, radios, 
_ and so on, has increased, supported by tariff protection 
and by the policy which encourages the domestic assembly 
of equipment, which was formerly directly imported, 
' leading in time to their manufacture in Mexico. The 
motor vehicle assembly industry operated at a high level 
of capacity in 1951 and 1952; here a fundamental 
change is about to take place with the establishment, 
during the next few years, of a plant to produce diesel 
truck and tractor engines. This project will be supported 
by both government and private funds and will be 
developed with Italian technical aid. A plant for the 
production of railway wagons, the first of its kind in 
Mexico, is also to be established. 


In contrast to the expansion which has occurred in 
the above basic industries, one of the main branches of 
consumer goods—textiles—has continued to encounter 
serious difficulties. The loss of the export market, which 
in 1946 absorbed 34 per cent of the total production of 
all textiles, has prevented this industry—and in particular 
cotton textiles—from recovering to its previous peak 
level. The decline in sales after the war coincided with 
additional investments which increased the aggregate 
output capacity, thus creating low efliciency in the indus- 
try. It operated at only 47 per cent of capacity in 1951 
and declined somewhat further in 1952. The sharpest 
contraction has been in fabrics for popular use, due to 
the general lack of purchasing power. The hopes that 
modernization and reorganization of the textile industry 
might permit an improvement in its general position where 
strengthened in 1951, when a worker-management agree- 
ment was signed by representatives of 245 textile estab- 
lishments. 


Woollen textiles are faced with even more unfavourable 
conditions. After a decline in 1948 to a level below 
that of 1939, production increased by approximately 10 
per cent between 1948 and 1952, notwithstanding very 
high tariff protection and restrictions on imports. In 
contrast, the manufacture of rayon goods has continued 
to expand and to displace cotton goods. The rayon 
industry is now becoming integrated through the produc- 
tion of synthetic fibre, which rose from 6,000 tons in 
1949 to some 15,000 in 1952. This increase was possible 
through the establishment of two large mills in 1947. 
Present projects for cellulose production will more than 
cover requirements of acetate rayon fibre and there will 
be a considerable exportable surplus. 


The leather footwear industry has continued to be 
dependent upon the inability of the domestic market to 
absorb production, in spite of a virtual elimination of 
imports. Output of the main factories was lower, in 1951 
and 1952, than that achieved in 1946. Nevertheless, 
there was some increase in the manufacture of other types 
of footwear. 
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During 1951 and 1952 some foodstuffs industries con- 
tinued to expand, particularly, in 1951, preserved fruit, 
vegetables and fishery products, for which there is a 
substantial export market. The meat industry, also mainly 
directed towards exports, made a slight recovery in 1951, 
principally owing to frozen products. Industries covering 
production of sugar, beer, edible oils and their by-products 
—the output of which increased considerably—have been 
among the few consumer goods which have progressed on 
the domestic market during the last few years, although 
beer and edible oils show decreases in 1952 as compared 
with the previous year. 


(g) Peru 


During the last three years, two unfavourable factors 
influenced Peruvian manufacturing, which is mainly 
devoted to the production of consumer goods. These 
were the anti-inflationary measures adopted by the govern- 
ment after the currency reforms of June 1949, and the 
strong competition from foreign goods, whose imports 
rose rapidly. 

Due to the high level of imports in recent years, the 
growth of industrial production has probably been even 
slower than during the post-war period, when it grew 
at a cumulative annual rate of 4.5 per cent until 1949. 
After the war, output increased, particularly in the 
textile groups, in the manufacture of tyres and other 
rubber products, in sheet glass and ceramics, and chemical 
products, among them sulphuric acid and caustic soda. 

There continued to be some industrial depression 
during 1952, particularly in textiles. The difficult situa- 
tion of this and other industries led to tariff increases 
in February 1952, mainly on textile products, sheet glass, 
crockery, foodstuffs, paper and cardboard, and soap. It 
was anticipated that these measures, together with a 
resumption of credit facilities, would lead to firmer 
market prospects. 

Peru’s industrial development still encounters serious 
difficulties imposed by the scope and nature of the domestic 
market and the absence of a definite industrialization 
policy. On the other hand, the country has raw material 
and power resources in addition to possibilities for 
obtaining capital. Lately, the industrial basis has been 
broadened with the introduction of jute textiles, paper 
and cardboard made from bagasse, plywood and some 
metal and chemical products, although in general the 
rate of growth is slow and is, as yet, of little importance. 

Although the basic industries have not been substan- 
tially modified during the last three years, Peru is now 
about to undergo a major change in this respect. An 
iron and steel plant is in the blueprint stage, which 
will produce 53,000 tons a year of finished steel and cover 
the major part of consumption requirements, although 
an increase in demand will entail a continuance of imports. 
The cement industry, which had already grown consider- 
ably in previous years, although unable to meet the entire 
demand (see table 165), is once more in the course of 
expansion. It is anticipated that in 1953-54 output will 
be increased by 60 per cent through the installation of 
two new cement plants with a joint capacity of 210,000 
tons, thus obviating the imports required in 1951] and 
1952. In some sectors there has been a trend towards 
investment, both of domestic and foreign capital. With 
a view to the export market, consideration is being given 
to expansion of rayon output and the installation of an 
acetate plant using imported raw materials. A project 
has been announced for a mill at Iquitos to produce 
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Table 165. Peru: Production and consumption of cement 
(Thousands of tons) 


Consumption 
Net imports 
Years Production and Percentage Percentage 
exports Total of annual covered 

increase production 
Uy Grnioe Seoeiaaer 299.7 35.0 290.7 0.7 87.8 
LOA oF Sere tiny ect eiej ates 282.4 6.9 289.3 —0.5 97.7 
UL) WES So Ae ieacaperne 289.0 —2.9 286.1 —lt 101.0 
LIST Decrisicie aoa pe ode 331.3 1.4 332.7 16.3 99.5 
LOST Te arsteetere, stare. as 367.4 17.2 378.6 13.8 97.0 
LOS 2 ore SE eee Soke ois.) s 370.2 53.7 423 .9 19.5 87.3 


Source: Bulletin of the Instituto de 
(foreign trade yearbooks). 


mechanical pulp for newsprint, using the cetico tree. 
Enlargements are also planned for tyre and glass factories. 


(h) Uruguay 

In recent years, a reduction has occurred in the rate 
of industrial growth. Nevertheless, Uruguay has already 
achieved substantial progress in light industry, supplying 
either entirely, or to a large extent, the domestic consump- 
tion of foodstuffs, beverages, tobacco, textiles, rubber 
products, construction materials, iron and steel products, 
fertilizers, insecticides, and pharmaceutical products. In 
1951 and 1952, the productive capacity of many of the 
new industries established during the war, as well as that 
of a number of enterprises whose output was enlarged, 
exceeded the possibilities for absorption by the domestic 
market. During 1952 there was thus an accumulation of 
stocks which the government at times had to purchase in 
order to maintain full-time production. As with the 
majority of the Latin-American countries during the 
period, a crisis also arose in the textile industry. The 
industry for wool tops, after a high export level during 
1950 and 1951, assisted by a preferential exchange rate, 
had to suspend exports to the United States in 1952, due 
to efforts on the part of North American industrialists 
to protect their domestic industry, which was also passing 
through a crisis. 

Cement plants have been working at full capacity since 
1950, but, because enlargements were not carried out in 
time, it has been necessary to import increasing quantities 
of cement. Although, formerly, a certain amount of 
cement was exported, in 1951 imports accounted for 7.8 
per cent of the domestic consumption, a figure which rose 
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to 29 per cent during the first seven months of 1952. To 
meet this situation, work has begun on a plant having an 
initial capacity of 100,000 tons a year and an anticipated 
output of double that figure at a later date. The annual 
rate of increase in cement consumption was over 6 per 
cent in both 1947 and 1951, and showed an even higher 
percentage in 1952 (see table 166.) 


(i) Venezuela 


Venezuela’s industrial economy has in recent years 
shown a firm upward trend, which had not previously been 
clearly visible. In addition to further increases in the pro- 
duction of cement, rayon textiles and food products (see 
table 167) new industries have appeared and progress has 
been made towards basic projects, such as the manufacture 
of chlorine, which emphasize the changes which are 
appearing in the industrial structure. The protectionist 
policy against foreign competition and the availability of 
long-term credits, as well as foreign capital investment, 
have been additional factors of assistance to recent indus- 
trial progress. In addition, Venezuela has not experienced 
such an acute shortage of electric power in recent years 
as most of the Latin-American countries in the process of 
industrialization. In contrast, Venezuela’s industry has 
continued to encounter an obstacle which has always 
placed domestic industry in an insecure position in regard 
to import competition; this is the high cost of labour in 
terms of dollars. This factor, and the lack of technical 
progress, have been an influence upon the relatively sta- 
tionary situation of the paper and cotton textile industries, 
for example, from the post-war period until the present 
time. 


Table 166. Uruguay: Production and consumption of cement 


(Thousands of tons) 


Consumption 
Years Production cha pesca Total a of pangs 
production 
LOA Teeth cibinte alptitark's 280.0 —4.2 275.8 6.6 101.7 
LOSS ae ote meres alate 290.0 —0.2 289.8 5.1 100.0 
LOAD Sake siecnts © 295.0 = 295.0 18 100.0 
1950 .or ay Sa et 305.0 6.0 311.0 5.4 98.0 
LOSLAT. cies mer eictaasons 305.0 25.8 330.8 6.4 92.2 
LODZ tas Stet sp ntalterstets 304.0 * 72.4> aie a 


Source: Administracién Nacional de Combustibles, Alcohol y Portland. 
» Estimated on the basis of seven months’ production. 


> Only the first seven months. 
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Table 167. Venezuela: Indices of the quantum of production of selected industrial 


activities 
Percentage 
cumu- Percentage 
1947 1949 1950 1951 1952 lative increase 
annual 1951-52 
increase 
Selected rice.:......... 132.0 85.2 164.9 310.8 559.1 SBi5) 79.9 
DUPaFe sales shir ees 4 107.3 154.5 189.7 170.5 244.5 17.9 43.4 
Ediblejoils: 3.2 <2). 2.06 84.4 107.2 112.8 179.1 237.2 22.9 32.4 
Fish preserves...:....-+ 80.6 70.6 48.9 79.6 80.8 0.04 iS 
Biseuite)s b.s<fcena2ase+ 67.9 82.1 Ces 59.8 (Ba 1.6 22.9 
Chocolate...... 101.1 111.9 114.9 118.6 iMiBiogt 2.4 —4.1 
Beer cand enc oars 87.0 118.2 142.1 186.0 222.6 20.7 19.7 
Mineral water.......... 53.6 134.1 140.5 158.4 173.6 26.5 9.6 
Giparettés..2 chet case 115.9 101.7 105.1 110.4 134.2 29.8 21.6 
Cotton woven goods..... 105.0 69.9 43.5 52.8 64.7 —6.7 22.5 
Artificial silk woven goods 42.4 174.2 337.9 524.6 549.7 66.9 4.8 
Woollen woven goods... 122.2 107.8 111.8 239 .0 226.8 13.2 —5.1 
Tyres and tubes........ 99.0 70.1 Doileonh 325.6 397.9 319 2272 
Cement... ane ey 68.0 139.7 233 .6 289.7 391.8 41.9 Soe 
SOAPS rr cai nas ger oees 95.1 92.7 76.2 74.3 70.7 —4.7 —4.8 


Sources: Boletin de Estadistica (February 1953); Cuaderno de Informacién Econémica (1950, 


Nos. 6 and 8). 


During 1952, output from the cement industry 
amounted to about 840,000 tons, representing a rise of 
35 per cent on the figure for the previous year and 180 
per cent on that for 1949 (see table 168). Nevertheless, 
until the new projects, which are expected to provide an 
aggregate production capacity of a million tons by the 
end of 1953, materialize, it will be necessary to continue 
cement imports. 

The continued development of transport has provided 
a new incentive for the manufacture of tyres and tubes. 
In 1952, production was 154,000 and 129,000 units re- 
spectively. In 1952, the construction of two new factories 
was commenced, which will bring total domestic produc- 
tion to over 250,000 units in 1953, thereby covering con- 
sumption needs. Parallel to the greater production of 
tyres, new assembly plants for passenger and load-carrying 
motor vehicles will begin to operate in 1952. 

The manufacture of synthetic detergents, which began 
in 1952 as a result of a foreign investment of 4 million 
dollars, constituted an important new industry, particu- 
larly since it makes use of petroleum derivatives. The 
replacement of a traditional manufacture such as soap, 
by a new type of product is similar to the situation occur- 
ring in the textile industry, where further spectacular 
increases in the production of rayon piece-goods took 


place during 1951-52. Between 1949 and 1952 output 
almost quadrupled and in the latter year amounted to 
21 million metres; production also rose for mixed cotton 
and rayon textiles. That same year, a new undertaking, 
financed by North American and Venezuelan capital, 
opened the first plant in the country for acetate rayon 
thread; it has a capacity of almost 3,000 tons a year, and 
will operate with imported raw materials. The introduc- 
tion of the new plant gives the rayon industry a firmer 
basis for integration. In addition, a new plant for rayon 
yarns is planned. These developments have had an ex- 
tremely adverse effect upon production of cotton textiles. 
in spite of modernization and tariff protection. Except 
for knitted textiles, no branch of cotton textile production 
has experienced anything more than a moderate increase 
during 1951-52, which still do not balance the sharp 
declines of the post-war period. 

Some other consumer industries have, in contrast. 
shown a sustained growth. Production of cigarettes and 
beer reached unprecedented levels in 1951 and 1952. 
Similarly a match factory began operating and has made 
Venezuela self-sufficient in this field. The output of oleo- 
margarine and pasteurized milk has increased, while 
production of fish preserves which had fallen consider- 
ably after the high level reached in 1948—partly recovered 


Table 168. Venezuela: Production and consumption of cement 


(Thousands of tons) 


Consumption 

Years Production Imports Percentage Percentage 

Total of annual covered by 

increase production 
LOE CR SACS Pre, SOROS TOOT 146 385 531 = 27.5 
WOES Sire a Nee Set lrerrUeey ae 215 466 681 28.2 31.6 
TS ete ae cA ner ae ORAS 300 601 901 32.3 33.3 
WOSO eer ts tte etre sete ers 501 336 837 —7.1 59.8 
WGS1Fe. cee hee. ee 621 250 871 4.1 Th3 
LOG 2 FE re and sae ee 840 121 961 10.2 87.5 


Source: Boletin de Estadistica del Ministerio de Fomento. 
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in 1951 and 1952. A new enlargement of the fish preserve 
industry may be anticipated, together with that of pre- 
served vegetables and fruit. In addition, such industries 
have stimulated interest in the possible manufacture of 
tinplate containers. 

Venezuela’s sugar deficit—apart from production of 
raw sugar—has been met by imports equalling or exceed- 
ing domestic production. Imports were not reduced in 
1951-52. As in previous years, the difficulty has originated 
partly in the low cane yields and the absence of well- 
located sugar mills. For the future, it is planned to in- 
crease the 1951 output of 45,000 tons, and the 65,000 
tons of the 1952 harvest, by the production of an addi- 
tional 30,000 tons in 1953-54, while there are plans to 
raise ageregate production to 115,000 tons in 1956. 
Notwithstanding the deficiency of sugar production, there 
was a serious excess in the output of alcohol during the 
later months of 1952. This emphasizes another aspect 
of the difficulties through which this industry, as a whole, 
is passing. 

An example of progress in other industrial spheres in 
Venezuela is the considerable expansion in the production 
of concentrated cattle and poultry foods. During 1952, 
an annual production rate of some 27,000 tons was 
achieved, which exceeds the 1951 figure by 50 per cent, 
and is three times greater than that of 1949. This industry 
is largely based on domestic raw materials. 

Even outside the petroleum sector, Venezuela continues 
to offer a favourable field for foreign industrial invest- 
ment, always providing that the labour force is small. 
This statement is reflected in the industrial expansion of 
various rubber, rayon and pharmaceutical products, in 
all of which recent investments have been made. Labour 
costs are offset in other cases by the strong purchasing 
power of the Venezuelan market, which allows industrial 
operations to be carried out on a relatively larger scale 
than in other Latin-American countries with similar 
populations. The source of foreign investment has not 
been limited to the United States, European capital having 
also shown some interest. In spite of the firmer industrial 
foundation in Venezuela, it remains to be seen whether 
an eventual reduction in the peak petroleum level—which 
in turn determines a large part of the investment in public 
works—would not adversely influence these trends and the 
rates of annual production, or whether the domestic 
market will be sufficient to provide a reasonable basis for 
a minimum industrial output, which will stimulate new and 
progressive investments of both foreign and domestic 
capital. 


(j) Central America, Cuba and other countries 


Manufacturing is not developed to any great extent in 
the remaining Latin-American countries. During the last 
few years there has been a growing momentum and a 
number of relatively important industrial enterprises are 
being planned or are in the course of establishment. The 
domestic markets of Bolivia, the Caribbean and Central 
American republics, Panama and Paraguay are, broadly 
speaking, too restricted to permit any substantial indus- 
trial development. On the other hand, where the market 
is widely developed as in Cuba, there has either been no 
definite industrialization policy or the degree of tariff 
protection has been insufficient. 

Excluding cement manufacture, no large-scale capital 
goods industries have been established in any of the 


remaining countries. The majority of new industrial 
investments were devoted to the production of consumer 
goods. In Central America and Cuba, the textile industry 
has expanded in recent years, and new projects are at 
present being developed. The rayon factory, using im- 
ported cellulose, which has operated in Cuba since 1948, 
is particularly important, and has a large export market; 
not only has it worked at high levels of capacity, but it 
is being enlarged. Nevertheless, with a single exception, 
textile production has remained more or less stationary 
or has even declined. This is particularly true of Central 
America, where apart from the limited size of the markets 
and the absence of protection, the efficiency of the factories 
has been low. As in other areas, rayon has competed 
strongly with cotton goods. 

The industries for foodstuffs, oils, and fats have en- 
countered more favourable conditions, their development 
leading to a partial substitution of imports by domestic 
production. In 1952 the first flour mill was established 
in Cuba, with a capacity of almost 80,000 tons. Produc- 
tion of preserved fruit, vegetables and fish products 
increased in several countries, and the preparation of 
frozen meat for the export market has been established 
on a small scale. With the rise of cotton output in El 
Salvador, Guatemala and Nicaragua, Central America’s 
production capacity for vegetable oils rose in the last three 
years. In addition, the development of new raw materials 
for oils was begun. 

Other items of industrial progress worthy of mention 
include the establishment of plywood production in 
Guatemala and the Republic of Panama, and the small- 
scale manufacture of paper, using local fibres, in Guate- 
mala and Costa Rica. In Costa Rica, up-to-date produc- 
tion of ceramics has also commenced, while there has been 
progress in the industrial metals group, including the 
manufacture of kitchen apparatus and office furniture. 
The assembly of metal furniture is being started in El 
Salvador, while the manufacture of some farm implements 
has commenced in Nicaragua. A factory for chemical 
fertilizers is planned in the Dominican Republic, as well 
as a plant for producing 8,500 tons of paper using bagasse 
from sugar-cane. 

Cement manufacture has acquired particular momen- 
tum during recent years in several countries, including 
Cuba, Guatemala and Nicaragua, and large expansions 
are planned. A modern plant entered production in 
El Salvador at the end of 1952, and the initial capacity 
of 50,000 tons is to be enlarged later. Together with 
other projected expansions, aggregate cement production 
capacity in Central America should meet a large propor- 
tion of the estimated 200,000-ton demand in 1953. These 
developments should eliminate part of the 100,000 tons 
imported. Cuba also plans to enlarge its cement industry 
by some 130,000 tons within the near future, to reach 
a capacity of close to 500,000 tons. Production of asbesto- 
cement materials is being developed in El Salvador, and 
in several countries, including the Republic of Panama, 
production of tiles and other building materials has 
advanced considerably. 

Recognition of the adverse conditions which affect 
industries in Central America, due to the limited size 
of domestic markets, has caused the governments of those 
countries to undertake a study of the possibilities for 
developing new activities, based on an integration of the 
regional market. Under the joint auspices of the United 
Nations and of the respective governments, a meeting of 


Pe Be 6 PR aes ae 


| 


Chapter IJ. Industry 


197 


the Ministers of Economy 1 was held in Tegucigalpa in 
| August 1952, at which agreement was reached on the 
basic principles involved in reciprocity. Various existing 


17 Economic Commission for Latin America, Committee of Min- 
| isters of Economy on Economic Co-operation in Central America, 
_ report of the first session (E/CN.12/296/annex C). 


and projected industrial activities were singled out, to 
which these principles could be applied once their feasi- 
bility had been investigated. Such industries included 
the cotton textile industry and the co-ordinated develop- 
ment of the manufacture of oils and fats, the preparation 
and packing of meat, the manufacture of tyres, and the 
utilization of forest resources for paper production. 


Chapter [il 


MINING! 


1. INTRODUCTION 


The production of copper, lead and zinc in Latin 
America is mainly for export. While it is true that in 
recent years domestic consumption has been increasing as 
a result of the development of metallurgical industries, 
it still represents only a small proportion of production. 
At the same time, with few exceptions, the chief con- 
sumers are not producers, which means that there are 
large exports on one hand, and small imports on the 
other. Except in the case of Chilean copper, this situation 
has not given rise to any considerable interregional trade. 
since the mines are mainly owned by large foreign com- 
panies, whose sales are centralized in the principal world 
markets. In the case of certain metals there is also the 
fact that they are produced and exported from Latin 
America in the form of concentrates or unrefined ingots 
which must be finally refined in overseas industrial 
centres. 


The three metals mentioned above have been subject 
to considerable demand and high prices since July 1950. 
This situation continued in the case of copper until the 
end of 1952, while the consumption and prices of lead 
and zinc have been weakening since May 1952.? For more 
than two years, therefore, with high prices, and a demand 
greater than output, there was considerable incentive for 
increased production; there were also various local rea- 
sons. For instance the new Codigo de Mineria (Mining 
Code) of 31 December 1950, in Peru, reduced taxes on 
the production and export of mining products, which, 
together with legislation ensuring that there would be no 
increases during the next twenty-five years, has been a 
powerful stimulant to new investments. 


Mining in other Latin-American countries has also 
received specific local encouragement, resulting in a 
better advantage being taken of the high prices ruling in 
world markets. There are exceptions, such as Chilean 
copper, which did not obtain the full benefit of the price 
increases, since the government received the difference 
between the market price and the official price of 24.5 
U.S. cents per pound, fixed for copper produced domesti- 
cally in the United States. 


In addition to the above factors, in some Latin-American 
countries there are various obstacles impeding the develop- 
ment and expansion of the mining industry. Transport 
deficiencies are notable, whether these be due to the lack 
of roads or railways, lack of equipment, or freight con- 
gestion. The shortage of electric power is a further hind- 
rance in many countries. 


1 This review of mining is limited to copper, lead and zinc, the 
three metals common to the majority of Latin-American countries. 
2 See part II, chapter I, of this study, especially plate 32. 
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Opening up a new mine, or increasing the capacity of 
existing installations, both require considerable invest- 
ments, preparatory work often lasting several years. For 
this reason, broadly speaking, a temporary rise in price 
does not cause any increase in productive capacity, which 
must be based on reasonable long-term business prospects. 
It is therefore probable that the local factors, mentioned 
above, have considerably affected the decisions made by 
the mining companies. This is particularly the case when 
these factors have been interpreted as an indication of 
the Latin-American governments’ attitude towards the 
development of the mining industry—a policy which 
seems to have no common viewpoint. At the same time, 
the production of these metals in Latin America is supple- 
mentary to that of the United States, which gives rise to 
a feeling of insecurity for the more distant future. When 
there are shortages and a firm market in the United States, 
Latin America supplements production in that country, 
which has not yet had time to respond to the stimulus of 
rising demand and prices. With any change in the cyclical 
tendency, however, United States production exceeds de- 
mand, and Latin-American producers, who are unable to 
finance stock-piling, are obliged to reduce their activities.* 

Regardless of the influence on the long-term problem, 
it is obvious that the high prices have served as an 
immediate incentive to the maximum utilization of pro- 
duction facilities available in 1951/52. During the last 
five years, copper production has fluctuated around the 
500,000-ton mark, tending to increase since 1949-50, at 
which time there had been some declines. Lead has shown 
a steady rise, reaching some 400,000 tons in 1952, as 
compared with nearly 300,000 in 1948. Zinc production 
has increased even more rapidly, to more than 380,000 
tons in 1952 (see table 169). 

The decline which began in over-all copper production 
in 1949, as compared with the figures for 1948, is due to 


® See “Recent Trends and Events in Mining in Latin America”. 
Economic Survey of Latin America, 1950 (E/CN.12/217/Add.12). 


Table 169. Latin America: Production of copper, lead 
and zine 


(Metric tons of fine metal) * 


Year Copper Lead Zine 
LOASs: S.5 sie m stein 545 , 468 294,006 271,184 
1949) vide aviators, 479,476 335,116 292,444 
O50". R ey ae! 480,074 358,490 343,595 
LOSI sate era wtpameteters 504,043 366, 407 327 , 830 
LOS 2ilnd asta rescitcnett 512,498 378,950 382,499 


Source: Yearbook of the American Bureau of Metal Statistics. 
« Refined, in bars, impure, ore and concentrates. 
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changes in the reserves situation of two of the large 
Chilean mining companies. The complete exhaustion of 
the oxides at one of these mines made it necessary to 
abandon the corresponding section completely, which 
had a capacity of 25,000 tons annually. In the other case, 
sulphides appeared, mixed with the oxides which were 
being mined. This caused a reduction in the production 
rate of the oxides, the only type for which processing 
equipment was available. Consequently, Chile is construct- 
ing or enlarging sulphide plants, and ultimately produc- 
tion will probably return to 1948 levels. Disregarding 
these two special cases, the general copper-mining trend 
has been towards slight increases. In Peru there are plans 
for considerable increases which should produce a greater 
output in the course of the next few years. 


In reviewing the zinc position, it must be recalled that 
this metal is generally found in mixed deposits, together 
with lead and small quantities of silver and copper. The 
relationship of the general prices and the percentages of 
metals is such that zinc is fairly often regarded as a 
by-product which is only made use of when the price 
warrants, while production of the other metals pays for 
the working of the mine. Furthermore, the cost of refining 
zinc is very high, because of the high proportion of losses. 
The zinc is normally set aside in the tailings from which 
the other metals have already been separated, and is only 
extracted if it will show a profit; otherwise it is left in 
the tailings, giving a production flexibility not common to 
other metals. Variations in the output of zinc therefore 
depend upon a combination of price stimulus and the 
excess capacity of the refinery. These circumstances 
ereatly affect the difference which exists between the 
expansion of lead mining and that of zinc; the former 
has increased by 35 per cent between 1948 and 1952, as 
against 43 per cent for the latter. 


2. ARGENTINA 


(a) Lead and zinc 


The production of lead and zinc, especially the latter, 
has increased in recent years, although the absolute total 
is not very substantial (see table 170). The production 
capacity of Argentina is greater than the demand, and 
both metals have occasionally been exported in various 
forms. The geographical situation of the country also 
obliges the export of a certain amount of ores or concen- 
trates mined in the areas close to the frontiers of Bolivia 
and Chile. The great distances, combined with the means 
of sea, river and overland transport, lead Argentina to 
refine and consume metals from neighbouring countries, 
while conversely exporting part of its own production. 


Table 170. Argentina: Production of lead and zinc in 
ore and concentrates 


(Metric tons) 


Years Lead Zine 
OAS iM Shot ea thaleew = Svq\sieis.lalm 9 21,773 11,289 
OAO EM ae cast tus oe chcide easily ose yoniesa's,o).5 18,036 10,915 
IEE GT Oat et Ono ODOR aa TO DRC ree: 23 , 042 12,700 
ADS Lette eat eit eta reve nie, reas apenas, avonanvic 24,040 15,478 
NCTA 5 ign Rey BINS Prt eare Seo Eee Ete 23,100 15,200 


Source: Ministerio de Industria y Comercio and Yearbook of the 
American Bureau of Metal Statistics. 
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One mine in Jujuy produces almost 90 per cent of the 
total lead and zine output, reaching, in 1951 and 1952, 
the highest tonnages of the last ten years. The main limita- 
tions obviating an improvement on previous results have 
been the lack of adequate additional transport facilities 
and the difficulty in obtaining spares or in replacing some 
equipment which has been required since 1950. 

The sulphuric acid plant which has been installed in 
the port of Borghi, Buenos Aires province, and an annual 
output of 40,000 tons, makes use of sulphur obtained 
from the sulphates as a by-product of zinc refining. This 
plant came into operation in May 1950, but the restrictive 
effect of the mining output has prevented it from reaching 
maximum production capacity. 

The thermo-electric zinc refinery at Comodoro Riva- 
davia entered production in April 1951. This is probably 
the only installation in the world using metallurgical coke 
made entirely from petroleum residue, which has made the 
production of metallic zinc independent of fuel imports 
which would otherwise have been inevitable. The supply 
of raw materials for this plant has been supplemented by 
imports of zinc concentrates from Chile. 

The Argentine five-year plan for 1953-57 anticipates 
an annual production of some 52,000 tons of lead ingot 
and some 40,000 tons of refined zinc. 

(b) Copper 

So far, Argentina has produced no amounts of copper 
worthy of mention. However, the second five-year plan 
includes the investment of 6 million pesos for copper 
prospecting. 

3. BOLiviA 

In 1952, the Bolivian Government nationalized the large 
mines of the country. The measures adopted chiefly 
affected tin and tungsten production, which are not 
covered by the present study.* Nevertheless, the com- 
panies which owned the large Bolivian mines also pro- 
duced lead and zinc, and therefore the prospects for both 
these metals have been affected by nationalization. 

In May 1952, a Commission for Nationalization of 
Mines was formed, whose main task was to prepare a 
national expropriation plan. In July, the Banco Minero 
de Bolivia was given a monopoly, without exception, on 
all exports of metals and ores. This bank has been oper- 
ating since 1939 in the international market, but only 
with a fraction of the country’s production. In October, 
the Bolivian Mining Corporation was formed to handle 
exports, together with other functions. It would appear 
that in the final organization it is proposed to divide the 
sales of metals and ores between these two organizations, 
with the Banco Minero handling the small and medium- 
sized mines, and the Corporation the output of the larger 
mines. At the end of October, the companies (Patifio, 
Aramayo and Hochschild) constituting the larger group 
were nationalized, and the working of the deposits was 
placed under the control of the Mining Corporation. 

(a) Copper 

Almost the entire copper production of Bolivia comes 
from the Corocoro Mines which has been owned by a 
United States company since 1934. Production reached 
a maximum of 6,600 tons in 1948, and has been falling 
steadily ever since that year. The decline is due to 
labour troubles, to lower average grade of ore and to lack 
of reserves with which to maintain the necessary level of 


4This review of mining is limited to copper, lead and zinc, the 
three metals common to the majority of Latin-American countries. 
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Table 171. Bolivia: Production of lead and zine 
(Metric tons of fine metal) 
Years Lead Zine 
DOAN nas seat ieteeaie eames tau ee 11,310 14,603 
Ose ae an err. ia eta 25,606 21,119 
AD Srerdce Ge oncdate ola etsiptereoe: = atans pnetaiara 26,311 17,683 
GSO ese are miete renee isle etehe. 0.8 tte experince 31,176 19,630 
LOD MA Se Wen. sce cote kant 30,125 30,630 
HOGG. nck ay Ola. ee 29, 326 35, 689 


Source: Memorias del Banco Minero de Bolivia and Yearbook of 
Bureau of Metal Statistics. 


production. In 1951, only 4,846 tons were mined, and 
output continued to fall in 1952. In July of that year 
the company advised the Bolivian Government that they 
were producing at a loss, and that they proposed to close 
down in 90 days’ time. In October, after the company had 
dismissed and paid off all their personnel, the government 
rented the mine, complete with all installations and equip- 
ment, in order to avoid sudden unemployment and to 
intensify the search for new reserves. Copper production 
in all stood at 4,712 tons for 1952. 


(b) Lead and zinc 

The output of these two metals has increased consider- 
ably in Bolivia. In 1951 the production was 30,000 tons 
of each, as against the 1947 totals of 11,000 tons of lead 
and 15,000 of zinc. In 1952 zinc output is estimated at 
around 40,000 tons (see table 171). 

The Huanchaca Company, which was amongst those 
expropriated in 1952, produced 11 per cent of the total 
output of lead in 1951 and 53 per cent of the zinc. A 
large part of the lead came from mines controlled by 
the Banco Minero de Bolivia. 

The richest and most economical source for Bolivian 
zinc production is undoubtedly the enormous Matilde 
mine, near Lake Titicaca, which is one of the largest 
deposits of this metal in the world. For some years the 
government had been negotiating with the owners on the 
method of putting it into operation; the mine was finally 
nationalized in October 1952. 


4, BRAZIL 
(a) Copper 

The high prices on the world markets, the supply diffi- 
culties, and the shortage of foreign exchange have com- 
bined to raise considerable interest in Brazil in the search 
for deposits of basic metals, especially copper. The 
country is a copper producer, although on a small scale, 
due to the discovery of certain insignificant ore deposits, 
and an electrolytic refinery which is being built in 
Utinga, State of Sao Paulo, with an annual capacity of 
5,000 tons. In the Camacua mine (Rio Grande do Sul) 
some 500,000 tons of ore have been proven to date, and 
installations are being constructed for the extraction of 
3,000 tons per year of concentrates, which will be used in 
the Utinga refinery. At the same time, reserves of rela- 
tively low-grade ore have been found at Itapeva, State of 
Sao Paulo, estimated at 200,000 tons, which will be used 
to supplement the concentrates from Camacua. Finally, 
a fairly important deposit—some 40 million tons— of low- 
grade ore around one per cent, has been discovered in 


Caraiva, State of Bahia, which could, using normal proce- 
dure, almost entirely meet the copper requirements of the 
country, although at relatively high prices. 


(b) Lead and zinc 


The annual production of metallic lead is at present 
about 6,000 tons. The greater part comes from Sido 
Paulo, from the smelting and refining of Bolivian concen- 
trates, to which are added the Brazilian ores from Sao 
Paulo and Minas Geraes. Production should be consider- 
ably increased as a result of the discovery and working 
of important galena deposits in the State of Sao Paulo; 
no data is available regarding the grade or reserves of 
these deposits, nor of projects for working them. 


5. CHILE 


Chilean law provides for different fiscal treatment of 
large mines, and the medium and small mines. The first 
group consists of three United States-financed concerns 
producing copper on a large scale, while the second con- 
tains the lead and zinc mines, and such part of the copper 
as is produced in the smaller mines with Chilean or mixed 
capital. 

(a) Large copper mines 


It was announced by the Government of Chile on 7 
May 1951 that an agreement had been reached with the 
United States, which apart from points relating to the 
prices and distribution of copper from the large Chilean 
mines, contained the following commitments on the part 
of the two countries concerning development of produc- 
tion: (a) the United States companies agreed to make the 
additional investments required to raise production from 
the present 350,000 tons per year to 500,000; and (6) the 
Chilean Government agreed to revise the system of taxa- 
tion. 

The taxes levied upon the large mines were mainly 
these: (a) customs duties on imported material and equip- 
ment; (b) a 50 per cent tax on profits; (c) an indirect 
tax imposed by the sale of foreign currency at 19.37 pesos 
per dollar in order to obtain Chilean currency to meet 
local payments. This exchange rate had been maintained 
since 1934, when salaries and other costs were much 
lower, and with the passage of time and the continued 
inflation, the discrepancy between this exchange rate and 
the prices on the domestic market had become a heavy 
burden. 

On this last point it was agreed that the companies 
should be obliged to change at the rate of 19.37 only a 
sum equal to that negotiated in 1951. Any additional 
amount, whether resulting from greater production or 
from increased unit costs, would be exchanged at the 
prevailing bank rate (in May 1951 the bank rate of 
exchange was approximately 100 pesos to the dollar). In 
this way the companies are able to cover the major part 
of cost increases caused by the inflation, and also profit 
by any reduction in the cost of productive increments 
over the 1951 figures. 

The combined production of the large mines has shown 
a slight rise over the last few years, although the 374,000 
tons in 1952 are still 12 per cent less than the 1948 output 
(see table 172), but, as a result of works now in process, 
it is anticipated that there will be a new increase in 
1953/54. In general, while improving production over the 
1950/51 levels, the three companies have also achieved a 
noticeable increase in productivity. 
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Table 172. Chile: Production of the large mining 


companies 


(Metric tons of refined copper) 


Chuquicamata Potrerillos El Teniente 
Year (Chile Explora- (Andes Copper (Braden Copper Total 
tion Co.) Mining Co.) Co.) 
MOA es cca s 3s 207 , 929 67,930 149,005 424 , 864 
WOAO EE Grate the ete 175, 833 49 , 163 126,516 351,512 
BOSOM yer sore a 156,270 45,935 143 , 254 345,459 
IO sl Sra enaten s,s 163 , 446 41,305 155,346 360, 097 
1952). ..,.... 159,166 47,015 167,657 373,838 
1953/54..... 220,000 50,000 169,700 439,700 


Source: Direccién General de Estadistica. 
* Tonnages expressed in fine copper. 
+ Anticipated production. 


(i) Chuquicamata. The decline in output from this 
mine is partly due to problems relating to the availability 
of the ore and partly to labour troubles which have 
resulted in partial or complete stoppages of work. It may 
be estimated that this latter cause was responsible for a 
loss of output of some 40,000 tons in 1952. 

This is an open-cast mine, and the surface oxides, which 
were lixiviated and transformed directly into electrolytic 
copper, are nearing exhaustion. For some years intru- 
sions of sulphides have been appearing, which cannot be 
treated in the same way; the flotation process must be 
used, following by smelting. The decline in output, since 
1949, is due to the necessity for extracting sulphides in 
order to reach large deposits of oxides. While a sulphide 
plant was under construction, they were left on one side, 
since their extraction had of necessity diverted part of the 
equipment without increasing saleable output. 

The sulphide plant under construction will consist of 
three units, each capable of treating some 60,000 tons 
of copper per year. The first unit is completed, and came 
into operation in November 1952. From that date, the 
mine became much more flexible, since both sulphides 
and oxides could be processed by their respective plants, 
and processing could also be begun of the sulphides which 
had been mined and put aside previously. It has also been 
possible to use sulphides from the tailings of the lixivia- 
tion plant, which had been retained since their sulphides 
content was sufficient to justify a second treatment. 

It is not expected that the output in 1953 will reach 
the total capacity of the two sections, since the combina- 
tion described above throws a heavy load on the mills. 
The company is expanding both the mills and the crushers 
in order to increase capacity by 1954. Once this problem 
is solved, and while the workings have sufficient reserves 
of both types of ore, output may reach very high levels, 
especially since, in the transition area in which they are 
at present working, the combined average grade is higher 
than that in those parts of the deposit containing only one 
type of ore. 

Later, as the oxides became exhausted, it will be neces- 
sary to complete the construction programme for the 
treatment of sulphides. At present, it may be expected 
that, given normal conditions, production capacity should 
reach 230,000 tons in 1954. 

(ii) Potrerillos. In this mine, as at Chuquicamata, 
the decline in production compared to 1948 is due to 
problems relating to ore reserves; and labour troubles 
in recent years have brought production below that which 
might have been achieved. In 1952 it is estimated that a 


loss of 4,000 tons may be attributed to labour troubles. 
As regards reserves, in July 1949 the oxides plant, which 
had been producing 25,000 tons a year, was closed com- 
pletely, and the capacity of the mine at the moment is 
down to some 40,000 or 45,000 tons. The company has 
succeeded in increasing, by various methods, the amount 
of metal obtained from the ore. One of such systems is 
finer milling, and the capacity of the mills and crushers 
has been increased with this object. 

The low grade of ore makes Potrerillos a marginal 
mine. Nevertheless, although reserves are few, it is esti- 
mated that if present costs and selling prices are main- 
tained, the mine can be worked for a further five years 
on the present proven reserves. The company is making 
a careful geological survey of the area, but so far it is not 
known if new reserves have been discovered of sufficient 
importance to allow profitable exploitation. 

(iii) El Teniente. This mine has succeeded in raising 
production to the highest in its history. The increase has 
been made possible mainly by the construction of an 
11-kilometre pipeline which permits the re-use of the water 
of one of the hydro-electric plants, thereby increasing 
generating capacity. The improvement is particularly 
important during low-water periods, which used to reduce 
production for lack of power. The resultant increase in 
extraction may be estimated at some 7,000 tons in 1952, 
to which must be added some 3,000 to 4,000 tons annually 
obtained from a higher extraction from the ore, while the 
balance of the increase is due to minor changes in opera- 
tions. No plans are known for future expansion and it 
may be expected that the 1954 production capacity will 
be practically the same as that of 1953. 


(b) Small and medium copper mines 


The small and medium Chilean copper mines profited 
from the high prices commanded by the metal during 
1950-52. A subsantial part of the copper was sold at 
50 U.S. cents per pound, and sales still continued at 35.5 
U.S. cents at the end of 1952. 

A considerable increase in production resulted from 
the combination of the high prices and the opening of 
the Paipote copper smelter, which was built by the Caja 
de Crédito Minero (Mining Bank) at a cost of about 
7 million dollars of government funds, and which has a 
nominal charge capacity of 450 tons per day. 

The policy of the Chilean Government, after the agree- 
ment of 7 May 1951 with the United States Government, 
allowed the export of the metal content of concentrates at 
the same high prices obtained for bars of blister copper 
from Paipote. It was therefore advantageous to reduce 
the quantity of high-grade concentrates fed to the smelter, 
and replace them to the maximum with low-grade ore and 
concentrates containing some 8 per cent copper. These 
mixtures were in turn produced by concentrating very 
low-grade ore, of one or 2 per cent metal content, taken 
from tailings and dumps of old mines, some of them aban- 
doned for over a century. The outlay in concentrating and 
in the transport of this ore to the processing plant was able 
to show a profit because of the high prices paid by Paipote. 

The same situation made the lixiviation of tailings of 
ore oxides of about 3 per cent grade possible, mainly in 
the province of Antofagasta. During the last two years 
no less than seventeen small plants have been built in that 
province for this purpose; together they are producing 
some fifty tons per month of copper precipitates of 65 per 
cent grade, which is all exported. 
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A further problem which has been solved by the high 
prices is the replacement of equipment worn out by the 
heavy work of the war years. Practically all the companies 
have re-equipped their mines and plants, usually with a 
resultant increase in productivity. The high prices have 
also justified the conversion to copper of a number of 
gold-concentrating plants and a lead and zinc selective 
flotation plant. 

In this way the small copper mines have reached a pro- 
duction estimated at 30,900 tons of fine copper in 1952, 
as against tonnages of 20,094 in 1951 and 17,970 in 1950. 
Of the 1952 total, 8,993 tons were blister copper from 
Paipote (see table 173). The tonnage produced in 1952 
was the highest achieved by the medium and small mines 
since 1944, and was almost 50 per cent higher than the 
average of recent years. 


Table 173. Chile: Production of the medium and small 
copper mines 
(Tons of fine copper) 
Ores and Bars of blister 
Years concen- copper Total 
trates (Paipote) 
OAS EI es crane eine) asthe axetshe 19,945 - 19,945 
EO LE eh edie s aie aide eve 20,319 - 20,319 
OG RS EN ate Rie efor 17,970 - 17,970 
OES UNE Se te eee a PA 20,094 - 20,094 
“Nr ee 21,908 8,993 30,901 


Sources: Direccién General de Estadistica and Caja de Crédito 
Minero (Mining Bank). 
® Balance between total exports and exports of bars. 


In the agreement with the United States of 7 May 1951, 
it was laid down that a part of the larger income received 
by Chile, as a result of the copper price adjustment, 
should be devoted to the construction of an electrolytic 
refinery. It is proposed to carry out this project in Huachi- 
pato, with a capacity of from 20,000 to 25,000 tons a 
year, and it is estimated that the cost will be 4 million 
dollars, without taking working capital into account. 

With technical assistance from the United States, the 
Chilean Government is carrying out a geological survey 
in some of the ore-bearing provinces. Although no impor- 
tant discoveries have been announced so far, there are 
two deposits close to Santiago—“Lo Aguirre” and “La 
Africana”—which have been completely proven, having 
reserves of 9 and 2.5 million tons respectively. The latter 
deposit shows 3.5 per cent grade, and several companies 
have attempted to organize the working of it, so far 
without success. “La Africana” could produce 6,000 
tons of fine copper per year for more than twenty years. 


(c) Lead and zine 


The known deposits of lead and zinc in the vast mineral 
area of the north and centre of Chile are too small to 
work on any large scale. During the period of high prices 
they were worked to the maximum with the means avail- 
able, and the output was processed in various flotation 
plants owned by the Caja de Crédito Minero and also in 
a plant handling 150 tons of ore per day, which was built 
by a Chilean company in Bellavista, Aconcagua. After 
the prices of lead and zinc fell in May 1952, the plants 
preferred to devote themselves to the flotation of copper 
ore, the price of which remained high. 


About the middle of 1952, a company in the extreme 
south put a selective flotation plant into operation which 
is producing some 250 tons per month of 70 per cent lead 
concentrates and slightly smaller quantities of zinc con- 
centrates. The whole of this production is exported to 
Argentina, together with small quantities of hand-picked 
high-grade lead ore. As the workings in the deposit go 
deeper, the grade of lead is becoming lower, and that of 
the zinc higher. The activities of this company have ~ 
attracted groups of prospectors, who have discovered 
other mines with similar characteristics, although the 
reserves involved are not known. 

The government is building a road from this region 
towards the coast, and once this is completed, it is prob- 
able that an electrolytic zinc refinery will be constructed— 
possibly in Aysén or Huachipato. Use could then be made 
also of the few tons of zinc concentrates which the country 
has regularly produced. 


Table 174. Chile: Production of lead and zinc 
(Tons of fine metal) 

Years Lead Zine 
YOAS:, Bacec aceterscoleranate gaiienessl alters tate cotstere tiene oy 222 715 
1949 ee es eae 2,859 60 
TOSO Tei otethercctaler ne lcists oh tet ere 2,570 64 
TO51 AER oes RR eee 9,207 1,268 
1950 eyes hie. hae ee ae 10,344 2,873 


Source: Direccién General de Estadfstica and direct information 
from the mining companies. 


Due to the contribution made by the mines in the south. 
the production of lead and zinc has shown an important 
increase in recent years, but the total values are still too 
small to have any real significance (see table 174), and 
are considerably exceeded—especially in the case of zinc 
—by imports of refined metal. 


6. COLOMBIA 


(a) Copper 
Deposits of copper have been discovered in the Cauca 
valley. Their extent is not known, but from first tests it 
has been found that the grade is sufficiently high to justify 
export of the unprocessed ore. The main difficulty in 
organizing large-scale working appears to be the freight 
congestion on the Cali-Buenaventura railway. 


(b) Lead and zinc 


During 1951 Colombia produced the more important 
non-ferrous metals for the first time. A foreign company 
is working the Medina zinc mine, about 100 kilometres 
east of Bogota, and with the present transport facilities 
production varies between thirty and sixty tons of zinc ore 
per month. The deposit contains almost pure ore—that 
which is being sold is nearly 60 per cent grade—and for the 
time being the processing is limited to crushing and hand- 
picking. The better quality output is transported in sacks 
to the coast for export, while the lower quality is being 
stored until such time as a concentrating plant is built. 

Work has also commenced in a small lead mine at 
Ubala, which initially will refine some ten tons of metallic 
lead per month. 

7. CUBA 


(a) Copper 
Almost the whole Cuban production—which in recent 
years has varied around 20,000 tons (see table 175)— 
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Table 175. Cuba: Copper production Table 177. Mexico: Production of copper, lead and 
i zinc 
(Metric tons of fine copper) ; 
(Metric tons) 
Years Production Years Production 
Years Copper Lead Zinc 
OA eters se ada ste «ne ite tae LOO lars syelere te 20,559 
MOAB Rear teciot ott Gy 20 Scam OS Laem eaeee etree aes 19,531 1948... 62... st... 59,076 193,317 179,029 
NOAM fete .. TEE BO8 Re LO5QP i errens oaee 17,367 ONS wacko mia iG 57, 246 220, 764 178, 402 
USSU Aha niet actecciaiaieds 61,698 238,078 223,530 
5 . ge OSM etree dapatues ates 67,351 225 , 468 180,064 
Source: Yearbook of the American Bureau of Metal Statistics. Vochint tet) 55,538 246,000 231,000 


comes from Matahambre, a mine which was owned by 
a United States company until 1946. In that year it was 
taken over by a national company with a certain amount 
of United States capital, and production capacity has been 
increased from a maximum of 12,000 tons to over 21,000 
tons. 

In the district of Pinar del Rio, where the Matahambre 
mine is located, further deposits of unknown importance 
have been discovered, and a number of other small mines 
are also being worked, although their output to date has 
not been substantial. Other veins of copper have been 
found and are being examined in the Bacuranao district 
of the province of Havana. 

Cuban copper is almost all exported to the United States 
in concentrates, and so far no smelter has been built in 
the country. 


8. GUATEMALA 
(a) Lead and zinc 


In spite of difficulty of access to the mining regions, 
Guatemala has developed a mining industry—mainly 
lead—which has helped to diversify the country’s exports 
in recent years. Production has risen from 334 tons in 


1948 to over 7,000 in 1951 (see table 176). 


Table 176. 


(Metric tons of fine metal) 


Guatemala: Lead production 


Years Production Years Production 
NO ABig Sepia oe eus. eg Soa My LOS IR Wests setae we 7,200 * 
ECM ee ue 51605 <piLOSG coe Mees at. 8,000 # 


Source: Direccién General de Mineria. 
4 Estimated on the basis of exports. 


Two United States companies are already operating, 
and a third is at present negotiating with the Guatemala 
Government, while a domestic concern is smelting and 
refining relatively small quantities of metal for the home 
market. 

It is believed that in spite of the fall in prices since May 
1952, production increased in the course of that year. 


9. Mexico 


The considerable demand on the world market led the 
Mexican mining industry to work at maximum capacity 
during 1950-52. Estimated zinc production for 1952 was 
231,000 metric tons, the highest ever achieved (3.3 per 
cent more than in 1950, which was the previous highest 
level). Copper, which rose to 67,000 tons in 1950—the 
highest since 1930—fell to some 55,538 in 1952, but even 


so, the recent figures are the highest in the last ten years. 


Source: Direccién General de Minas y Petrdleo. 

a According to the Yearbook of the American Bureau of Metal 
Statistics, copper production in Mexico was 55,225 metric tons in 
1951—less than the 59,209 of 1950. 

> Estimated on the basis of exports. The Yearbook of the Ameri- 
can Bureau of Metal Statistics shows differences to official Mexican 
figures. 


In 1952, lead also reached the highest level in ten years— 
246,000 tons—3.3 per cent greater than 1950 (see table 
Le) bs 

In 1951 prospects became somewhat unfavourable for 
lead, and even more so for zinc. This situation was more 
marked in 1952, since the prices were less attractive than 
in previous years, doubtless for the following reasons: 
(a) shortage of known reserves which could be worked 
profitably under present taxation conditions; (6) inade- 
quate or complete lack of transport and (c) high taxes 
based on production volume, regardless of the grade of 
ore or of the profits shown by the mine. This form of 
taxation tended to discourage both the prospecting for, 
and the working of, new deposits. 

The government has attempted to correct these difh- 
culties and to encourage the industry. A special commis- 
sion was formed in 1951 to further the construction of 
roads to the mining centres in the interior, but although 
this proved to be of some assistance to the small mines, 
it is essential that there should also be a considerable 
improvement in the railway system. As regards the study 
of reserves, a mining investigation committee was formed 
in 1944, which today is known as the Instituto Nacional 
de Investigaciones de Recursos Minerales (National Insti- 
tute for the Investigation of Mineral Resources) which 
has completed a study of the State of Oaxaca and is at 
present investigating mining prospects in the State of 
Chihuahua. The work is of necessity slow, and cannot 
be expected to result in an immediate increase in produc- 
tion. In the case of the taxation system, the organization 
which fixes the values of the metals for tax purposes is 
authorized in special cases to make adjustments and to 
offer subsidies to compensate for excessive taxes. 


It is worth mentioning that in 1951 and 1952 the high 
prices and firm demand gave rise to a certain amount of 
exploration, and that the number of applications for 
prospecting and working which were presented in the 
respective offices was higher than the average during recent 
years. 


(a) Copper 


The outlook for the copper reserves makes it doubtful 
if the generally high figures for recent production can be 
appreciably exceeded in the coming years. 

Between 20 and 25 per cent of the Mexican copper pro- 
duction comes from mines where it is mixed with lead, 
silver, zinc, and, at times, gold. Since the copper in these 
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mines is in small quantities, together with the other 
metals, the development of the workings depends upon 
the incentive to produce the basic metals: lead and zinc. 
The remaining 75 per cent comes from purely copper 
deposits in the northern states, mainly Baja California and 
Sonora, and although at the beginning of the century 
these deposits made Mexico a more important copper 
producer than Chile, for more than ten years now they 
have been on the road to exhaustion. A similar situation 
exists in Cananea, where the output of high-grade ores 
is now reduced to a few thousand tons a year. To replace 
them, a plant was constructed with United States Govern- 
ment assistance during the late war, to produce 24,000 
tons of copper per year, making use of low-grade ore. 
The El Boleo mine in Baja California is also on the 
decline, in spite of the fact that the Mexican Government, 
which bought the mine some years ago, has invested a 
certain amount in a search for new reserves, apparently 
without success. In Sonora there is also a group of purely 
copper mines, of which the most important, Moctezuma, 
belongs to a United States company. Certain investments 
have been made in this sector; Moctezumahasbeen slightly 
enlarged, and new mines have been opened, but the total 
production of the group was less than 11,000 tons of fine 
copper in 1950, and therefore, unless some important 
discovery is made, nothing outstanding is to be expected 
from this district in the future. 


(b) Lead 


This is at present the most interesting metallic mining 
product in Mexico, representing in 1950 nearly 32 per 
cent of total exports. Since 1947, output has been main- 
tained at the high level of around 230,000 tons per year, 
which is probably maximum production capacity. There 
was a slight decline in 1951, with a recovery in 1952, 
but it is considered that the reserves in the known deposits 
are gradually becoming exhausted. Lead also appears in 
Mexico in mixed ores, together with silver, zinc and 
copper, in varying proportions. Since zinc is seldom worked 
separately, or from mines containing this metal alone, 
the exploration and development of lead will influence, 
to an extent of some 10 per cent, the zinc output, and 
proportionately about 25 per cent the present copper 
extraction capacity. 

In 1951 and 1952 there was some exploration and in- 
vestment activity in lead. A United States company ex- 
plored the Iguala district, and has started to prospect 
large areas of the Pacific Coast, but so far nothing is 
known of any important discoveries. At the same time, 
many small new mines have been opened up, and existing 
workings have been extended. There are also several ore- 


Table 178. Mexico: Capacity of selective flotation 


plants for mixed ores, built or under construction, 
since 1950 


(In tons) 

Daily ore 

Location capacity 
ARTA ALE TMOG L OL fees sos 's ohitclnnx le © ce 100 
Carralep; ANMGVORLOOIS wes ees co ee chee ance oe 50 
Coesls Sinaloae mide ctl kl. Povacts he aie ple Aa ee 400 
Sormbrerete: Gacatecasiens. o.alsv< as sasha ole deoeate eee 400 
Zoncilla, Chihnabwua Se ose ioe sec. pole deepen ne 400 


Source: Direccién General de Minas y Petrdleo. 
* Owned by Frenillo, under government administration. 


processing plants, mainly selective flotation, under con- 


struction or completed (see table 178). 

The increase in capacity of these plants is sufficient to 
treat some 400,000 tons of ore per year, and as from 
1953 it is expected that approximately 27,000 tons of lead 
should be produced over and above the 1951 output. 

Finally, for smelting and refining, a plant was set up 
in Cadereita, Queretaro, in 1951, capable of handling 
fifty tons of ore and concentrates per day. 

(c) Zine 

Mexican production of zinc in bars or concentrates rose 
to 231,000 tons in 1952, the highest to date. In 1951 the 
figure was 180,000 tons without, however, any variation 
in lead, which, since it normally comes from the same 
deposits as the zinc, usually follows the zinc figures. 
The explanation of this anomaly is that given earlier in this 
study; zinc is only taken from the tailings, from which 
the silver, copper or lead has been extracted, when it 
will command a satisfactory price. 

It is estimated that extensions of lead mines and proces- 
sing plants will also increase the production capacity for 
newly-mined zinc to some 200,000 tons per year, but 
fortunately it is doubtful if this increase will apply in 
1953, as the price of zinc has been falling since May 1952. 

A small smelter is being built in Monterrey which will 
have a capacity of 600 tons of metal per month, using 
ores and concentrates from the small mines in the State 
of Nuevo Leon. If the company cannot find a buyer at a 
better price, the United States Government has promised 
to buy the metal for a certain number of years at a 
guaranteed price of 16.5 U.S. cents per pound, at St. 
Louis, Missouri. 

Finally, a sheet zinc plant is being built at Avalos, 
Chihuahua, by a large United States company, with an 
investment of some 8 million dollars. With these projects, 
Mexico, like Peru, will increase the domestic smelting and 
refining of zinc, and reduce exports of ore and concen- 
trates. 


10. Peru 


The new Cédigo de Mineria (Mining Code) which came 
into force at the beginning of 1951, establishes a new 
system, reducing taxes and guaranteeing not to increase 
them during the next twenty-five years. Amongst other 
points, material and equipment for the working of the de- 
posits may be imported duty-free by the mining companies, 
but at the same time, the producer has to pay a 4 per cent 
customs tax on exports. This payment, however, is only 
provisional, and is later deducted from income tax, which 
is the main burden on the mining industry. If the com- 
pany shows no profit during the corresponding tax period, 
the 4 per cent is either returned to the exporter, or may 
be applied to cover subsequent exports, and can even be 
transferred for the same purpose to a third party. Income 
tax is based on a progressive scale rising to a maximum 
of 20 per cent in profits of 100,000 soles or more per 
year. Since this sum, at the present rate of exchange, is 
equivalent to about 6,500 dollars per year, it is obvious 
that, apart from very small firms, the whole of the Peru- 
vian mining industry pays the 20 per cent maximum rate. 
In calculating the profit, the law allows a deduction of up 
to 15 per cent of the value of the yield in order to form 
a reserve fund against the exhaustion of the mine; this is 
in addition to normal amortization of equipment. This 15 
per cent of the value of the yield, however, may not exceed 
50 per cent of the profit, which is a further factor limiting 


Chapter III. Mining 


205 


e amount of the reserve fund in the case of companies 
hich show relatively small profits. 

Under the new law, foreign companies also pay an 
dditional 12 per cent tax on income, while the general 
aws covering stock companies provide for a 15 per cent 
ax on dividends. 
By this new system, producers pay no tax whatever 
hen metal prices are low, and there are no profits, and in 
good years they may pay a maximum of nearly 40 per 
cent of the profit, after deduction of the reserve fund 
against exhaustion of the mines. 
_ Congress also approved certain regulations regarding 
he Banco Minero del Peri, by which the bank may give 
better credit facilities to the small-scale miners and also 
carry out certain projects to the benefit of large sectors 
jof the mining industry: the building of new concentrators, 
and electric power stations, of which Huaurochiri is com- 
pleted, while Chilote, Mico and others are either in con- 
struction or being studied. In addition to these direct 
benefits the bank will also carry out investigations and 
studies. 

The high prices, the liberal conditions of both the new 
law and taxes, the guarantee of being able to take both 
profits and capital out of the country, and the encourage- 
ment given by the Banco Minero del Peru, have all com- 
bined to give a considerable impulse to exploration. In 
addition to efforts backed by Peruvian capital, many of 
the large international companies are also carrying out 
exploration work, and buying up options on deposits. 

All the important Peruvian ores reached their peak 
production during the nineteen-twenties and _ thirties. 
Since that time there had been a slow but persistent 
decline until 1950-52 when there was a considerable up- 
ward trend. Previous maximum production has already 
been surpassed in some metals, and it may be forecast 
that the same will occur in the remainder during the next 
few years, when the various installations at present under 
construction enter into production. The 1952 output of 
30,000 tons of copper, 87,000 tons of lead, and 120,000 
tons of zinc are double the 1948 figure (see table 179). 


(a) Copper, lead and zinc 


There are few deposits producing only one metal. The 
general condition is mixed deposits of lead, zinc, copper, 
silver and sometimes gold, together with other metals of 


Table 179. Peru: Production of copper, lead and zinc 
(Metric tons) 


Years Copper Lead Zine 
Leon cited ae Baneepe ont 18,069 48 ,538 58, 842 
TOAO) Mgt tne hip rae 37,059. 65.387 72.030 
OS O aegis ty Merve eestyetns 4 29,930 62,118 87,879 
LOS TE RNe tere eheods as 32,589 82,350 _—-101,300 
ND Seem nseageracs tous kerai sessesetsl cs 29 , 806 86,966 120,789 
1055 ex praeae hers cs 38,000 100,000 100,000 


Source: Yearbook of the American Bureau of Metal Statistics; 
Anuario de la Industria Minera del Perv, and information obtained 
from the Banco Minero del Pert. 

a Anticipated production. 

b Not including the output of the large Toquepala mine. 


minor importance. Selective flotation is generally em- 
ployed, and there are a number of plants of this type 
whose ore capacity has been increased through new invest- 
mento de Tacna, almost on the Chilean border. A pilot 
in 1952 and to nearly 9,000 in 1953. Including the proc- 
essing plants which have not been enlarged, the result 
should be that between 1950 and 1953 the capacity for the 
treatment of ores will have increased by more than 100 
per cent. 

The American Smelting and Refining Company is 
opening up the Toquepala copper mine in the Departa- 
mento de Tacna, almost on the Chilean border. A pilot 
flotation plant is operating with a daily capacity of fifty 
tons, explorations are continuing to block out the deposit, 
and an investment of over 180 million dollars is planned, 
in order to achieve an annual production of some 135,000 
tons of refined copper by 1956-57. The Cerro de Pasco 
Corporation has also extended its processing plants, and 
in 1952 completed the installation of an electro-thermal 
zinc refinery with a daily capacity of thirty-five tons. This 
is in addition to the electrolytic plant, which has the same 
capacity. The company proposes to raise the total zinc 
refining capacity to 210 tons per day, but has not yet 
decided whether this extension should be electro-thermal 
or electrolytic. In any case, hydo-electric generating ca- 
pacity is being increased by 77,000 kilowatts, and deposits 
of coking coal are being explored on both slopes of the 
Sierra Occidental. 


Chapter IV 


ENERGY 


1. GENERAL INTRODUCTION 


The problem of an adequate supply of energy, in its 
different forms, is a preoccupation of the first order among 
almost all the nations of Latin America. Energy is not 
only of vital importance to those countries which must 
import fuels to satisfy consumption requirements, but 
apart from the exceptional case of Venezuela, it is no less 
important to fuel exporting countries. These continue to 
lose ground as such through the tendency of domestic 
consumption to absorb an ever-increasing proportion of 
the production; Colombia, Ecuador and Peru for example. 
Furthermore, there are cases, such as Mexico, where the 
exportable surplus is small and may disappear entirely 
within a few years, unless a substantial increment in pro- 
duction, which will not endanger reserves, is obtained. 

A tendency towards greater consumption of energy is 
a characteristic, and a condition, of economic develop- 
ment. An indication of its importance, within the process 
of growth in most of the Latin-American countries, is 
the fact that, between 1947 and 1951, total power con- 
sumption—including only hydro-electric power and that 
generated by coal, petroleum and their by-products— 
increased at an average annual rate of 9.7 per cent in 
eight of the principal countries taken together.t Among 
some of these, above all Brazil, Uruguay and Venezuela, 
the average increase has been even higher (see table 180). 

The importance of the energy problem is also under- 
lined by the substantial capital required for the prospect- 
ing and working of the sources which provide fuels; more- 
over, in the majority of cases, the great distances from 
the deposits to the consumption areas involve high trans- 
port costs. Similarly hydro-electric power imposes a 
need for the investment of very considerable sums for the 
different phases of production. In addition, to piace the 
power sources in operation, a long period, careful study, 
and previous planning are all required. Some countries 
have a power deficit due, in some cases, to an inability 
to operate domestic sources to capacity, and in others 
to a shortage of power resources themselves. For such 
countries, the substantial amount of foreign exchange 
required for essential imports enforces restrictions on 
the purchase of other commodities abroad, to the detri- 
ment of what would be essential to maintain adequate 
investment or a satisfactory level of total consumption. 

The majority of the Latin-American countries use 
appreciable quantities of differing types of vegetable fuels, 
which almost always represent a high proportion of the 
total energy consumption and, in some cases, exceed con- 
sumption of mineral fuels. In many countries, however, 
a trend to substitute vegetable fuels by those of minerals— 


1 Argentina, Brazil, Chile, Cuba, Mexico, Peru, Uruguay and 
Venezuela. 
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in particular, liquid fuels—is evident. In some cases this 
is due to an exhaustion of forestry resources which have 
been intensely exploited, and in others, for techincal 
reasons to ensure greater yields as required by modern 
machinery and equipment or simply as a matter of 
preference. 

Latin America, as a whole, is both an importer and ar 
exporter of fuel. The exceptional situation of Venezuela 
and to a lesser degree that of Mexico, Colombia, Ecuador 
and Peru, makes the region an exporter as a whole. The 
remaining countries are importers but it can be said, in 
general terms, that both the known and potential energy 
resources may—not without considerable difficulties—lead 
to an improvement in the future situation for most of them. 

Outside the two main groups mentioned above, there 
are wide differences in the individual power situation of 
each country, as regards immediate problems and their 
relative importance, the sources of energy available, and 
the policy towards government investment and private 
capital. As may be observed in the following sections, 
specific problems have led to a search for individual solu- 
tions in each country. The subjects of electric power and 
of petroleum are alone examined because they constitute, 
in general, the principal objective of the existing plans 
and projects; and since, in many cases, data is lacking on 
the other fuels or only estimates of doubtful value are 
available. This does not imply that less importance should 
be given to fuels, such as coal, natural gas and vegetable 
fuels, which continue to be used, in some cases, as basic 
elements for energy production, and in others as essential 
supplementary sources at peak consumption periods. 


2. ELECTRIC POWER 
(a) Introduction 


The present shortage of electric power constitutes one of 
the most serious problems for the industrial development 
of Latin America. In almost every country it has been 
necessary to introduce rationing or restrictive measures 
on the consumption of electricity; power stations are 
working at maximum load, and cannot meet new installa- 
tion requirements. 

This situation is aggravated by the need for renewal of 
equipment or by the necessity to depend on imported fuel. 
However, work is proceeding on projects for the expansion 
of generating capacity, some of which are already be- 
ginning to relieve the present shortage, at least as regards 
meeting the demand at the present rates of increase, which — 
are naturally lower than the potential ones. 

In general, the per capita consumption is relatively low, 
which means that an ample margin must be allowed for 
future expansion even in those countries of Latin America 
which are at present best supplied with electric power. 
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Composition of consumption 


Table 180. Latin America: Apparent consumption of energy in some countries 


Composition of consumption 


Total Total 
consump Annual Petro- Production as_consump- Annual Petro- Production as 
Years tion in- Hydro- Min- leum percentage of tion in- Hydro- Min- leum percentage of 
(millions crease electric eral and consumption (millions crease electric eral and consumption 
of kwh) power coal deriva- of kwh) power coal deriva- 
tives tives 
Percentage Pereentage 
Argentina Mexico 
HAE ars fore rds 3 is 19,026 9.7 O29 1220 87.1 41.9 18,229 Hoe 11.9 8.7 79.4 129.0 
EAGT Frese oases: 23,098 21.4 OF 918 ied. 82.0 36.8 18,563 1.8 Loh Ong 78.0 132.0 
NOAD RNs oy atevece os 20,296 Saal 0.8 273 86.9 40.4 20,479 10.3 10.8 8.5 80.7 125.0 
MOS Oe gece eas 23,365 isi il Din een! al bilyse! 88.0 36.3 Pails pat 32 9.8 6.0 83.5 139.0 
MOS Li peices ce ss 26, 282 U2k5 0.6% 14.7 84.7 33.5 23,323 10.4 10.7 fice 82.0 137.0 
: MOS 2 isaac sie 8s 27,820 5.8 Or O:< i wailed 88.2 33.0 = = - = - = 
Brazil Peru 
| OA Ry ctets eel tes 15,127 29.2 26.9> 32.4 40.7 32.4 3,199 15.5 Pa i 9.7 68.5 176.0 
MOAR Tay aysicya.0 cis 16,532 9.3 2S Pane 251.0 47.2 42.2 3,419 6.9 PN Nef ek 69.6 177.0 
MNO AOS siescainienaiels Lipo 5.9 ZOO ie 21 a, 49.8 43.1 SRO 4.1 20.8% 8.0 {ier 176.0 
NO SO nate yar says 20 , 666 18.0 S0poD Om 49.6 41.9 3.644 2.9 20.64 ene 12.3 176.0 
IL eRe ee 23,920 15.7 29 site Toso 54.4 39.4 4,120 13.0 18.3 4 6.5 75.2 163.0 
ISEVAR OiSc Cane 26,410 10.4 Dieoiee Lai a1.9 39.0 = = = = = = 
Cuba Uruguay 
HO BT fetes) arcvaru « 3,761 =O) iff at 2.3 Sell 1.5. 1,847 18.7 IRS ath 10.0 71.3 18.7 
WAS ates. eto-= es 3,620 =i = Zr 9759 We, 2,119 14.7 18.7 9.6 (int 18.7 
OAD rein stliee 8 s 3,973 Dell = 1.8 98.2 (Wet 2,293 8.2 21.2 9.0 69.8 elie, 
NO SOM sre cre sre7s 4,373 LOSL = 0.8 99.2 0.5 2,434 6.2 21.6 8.9 69.5 21.6 
MOGI ates ee ees 4,501 2.9 = 2.0 98.0 OFS 2,786 14.5 14.4 8.6 77.0 14.4 
BT Sil vecyerseaha sche Pricey = Vet! 18.9 BP) 75.6 18.4 
Chile Venezuela 
OAT Upeals stasis = 7,396 = 16.2 47.2 36.6 63.1 3,240 97.9 3.0 0.8 95.39 4,759.0 
MOAS Gecalaco sieve, 68 8,524 15.3 16.2 45.7 38.1 60.8 3,913 20.5 3.0 0.8 96.2 4,439.0 
1 OO ia SAC 8,063 =o.4 oe 43.2 aaa’ 63.6 5,165 32.1 Sill 0.7 96.2 3,311.0 
OD O Nees neg ake. « 7,504 —6.3 21.7 48.3 30.0 70.0 6,289 21.7 3.4 0.7 Bi) 3,084.0 
OS Meta dora wis 9,181 21.5 19.5 43.0 37.5 60.0 6,903 STAY 2.8 0.6 96.6 3,196.0 
IEP ae 9,100 =O) 7H Be | 47.8 31.1 65.6 6,998 1.3 1.8 Ost 97.5 3,338.0 


Source: Economic Commission for Latin America, based 
official statistics. 

3 Estimates. 

5 Production of various plants representing more or less 80 
per cent of total production. 

¢ Not included for lack of data, but the importance as regards 
total consumption is slight. 

4 Real consumption. 


on 


Even taking into account the limitations of the estimates 
and the difficulty of making comparisons because of the 
use of substitute fuels in some of the countries, fairly 
considerable differences may be observed in the levels 
of electric power production. While Argentina and Chile 
produce more than 300 kilowatt-hours per capita, followed 
by Costa Rica, Cuba and Uruguay, with between 200 and 
300 kilowatt-hours, the remaining countries still show very 
low levels of production. (See table 181.) These levels 
are directly related to the degree of economic develop- 
ment achieved, to the extent of urban development, and 
in certain cases to insufficient encouragement given by 
government planning and investments to power generation 
for public services. 

Widely differing methods have been adopted in the 
different countries to encourage electrification. In Brazil, 
which has the highest generating capacity and potential 
resources in Latin America, the vast majority of the plants 
are privately owned, which complicates any national plan 
for the development of power production. There is also 
the fact that the State authorities have some autonomy in 


Footnotes: Total consumption does not include vegetable fuel 
or natural gas. Fuel was considered 20 per cent efficient, calculat- 
ing the following heating capacity: Petroleum and derivatives: 
10,600 cal/kg (excl. Argentina, 10,500 cal/kg). Imported 
mineral coal: 7,200 cal/kg (excl. Argentina, 7,500 cal/kg). 
Domestic mineral coal: Argentina, 7,500 cal/kg; Brazil, 5,000 
cal/kg; Chile and Venezuela, 7,200 cal/kg; Mexico, 6,500 cal/kg; 
Peru, 8,000 cal/kg. Coke: 6,000 cal/kg. 


this matter. In Argentina, Chile and Mexico on the other 
hand, where more than half the capacity is also in the 
hands of private companies, there are national electrifica- 
tion plans controlled by an organ of the central govern- 
ment, which also builds and operates new plants. In 
Colombia, even less progress has been made than in Brazil 
towards a national plan, and the development of electric 
power is to a great extent under the jurisdiction of the 
municipal authorities.” In El Salvador, where private 
enterprise predominates, the electrification programme 
is under the control of a single government organization, 
which includes representatives of private groups. This 
organization is planning and building the new Rio Lempa 
electric power plant—the largest in Central America— 
the output of which will be distributed through existing 


2 La Comisién de Planeacién Econémica (the Economic Planning 
Commission) of the Colombian Government recently recommended 
that private capital be given fiscal incentive in order to encourage 
investment in the production of electricity, considering this method 
preferable to the formation of State corporations in order to increase 
the supply. 
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Part III. Trends in the principal sectors of production 


Table 181. Latin America: Per capita production of 
electricity in fifteen countries, 1951 * 


Kilowatt-hours Countries 


More than 300: Argentina 
Chile » 
Costa Rica 
Cuba 
Uruguay 
From 100 to 200: Brazil 
Mexico 
Panama 
Peru 
Venezuela ° 
Bolivia ° 
Colombia 
Dominican Republic 
Ecuador 

El Salvador 
Guatemala ° 
Haiti 
Honduras 
Nicaragua ° 
Paraguay 


From 200 to 300: 


Less than 100: 


Source: Economic Commission for Latin America, based on 
official and private sources. 

® In general production is proportional to consumption, the 
difference being due only to transmission and distribution losses. 

> Excluding electricity generated by the export mining industry. 

° Public utility companies only. 


private networks. In the same way, the national electrifica- 
tion programmes in Costa Rica and Uruguay are also 
being carried out by a government organization. In 
marked contrast to the countries mentioned above, there 
are others which, despite the shortage, have not as yet 
drawn up any policy for the development of electric 
power, nor any national plan for studying potential 
resources. 

The rate of increase in electricity production in Latin 
America is substantial, being seldom less than 8 to 10 per 
cent, in spite of the slow increase of capacity. This would 
appear to indicate higher potential rates of increase of 
consumption, and it may therefore be assumed that the 
main obstacle preventing a more rapid expansion has not 
been lack of demand, but rather the problems of financing 
and of obtaining equipment during the war and post-war 
periods, apart from the inadequate planning mentioned 
earlier. Several Latin-American governments have been 
budgeting increasing sums for the construction of electric 
plants, which have also become one of the preferential 
objects of external loans. Between 1947 and 1952 the 
International Bank for Reconstruction and Development 
and the United States Export-Import Bank have together 
provided 330 million dollars for public and private elec- 
trical development in Latin America; this constitutes 31.2 
per cent of all loans from these banks to Latin America. 

The fact that, in general, production capacity still fails 
to satisfy demand clearly indicates that a considerably 
larger volume of capital investment will be necessary for 
some years to come. This capital will indirectly strengthen 
the balance of payments since the additional power avail- 
able will permit the development of new natural resources, 
substituting hydraulic power for imported fuel, encourag- 
ing industrial development, replacing non-essential im- 
ports and finally improving rural productivity by the 
introduction of cheap power. 


Prevailing differences in Latin America as regards the 
supply of electric power lead to an examination below of 
specific cases of particular interest. 

(b) Argentina 

Faced with the necessity to reduce fuel imports, the 
chief source of electric power in Argentina, it became 
necessary in March 1952 to introduce rationing of in- 
dustrial, commercial and residential electricity consump- 
tion in the capital and in the province of Buenos Aires. 
This emphasizes the acute shortage of electric power in 
Argentina, which constitutes one of the most critical points 
in the economic development. This is no new problem; 
it has been developing over the course of several years as 
a result of the increasing rate of demand, the difficulties 
in supply of fuel and the slow rate of increase of installed 
capacity. The public utility companies have not increased 
their production at a rate comparable to that of other 
South American countries. In 1952 the volume of elec- 
tricity generated was approximately the same as in 1951. 
The increase in 1951 was 6.5 per cent, and between 1946 
and 1950 the average annual rate of increase had been 
7.9 per cent (see table 182). The shortage of power 
from public sources has caused industrial concerns to 
install their own plants, and the total amount of power, 
from both public and private sources, generated in 1951 
may be estimated at 5,500 million kilowatt-hours of which 
only 2.7 per cent was hydro-electric. 


Table 182. Argentina: Production of electric power * 


Year Millions of kwh Peis pa. 
LOA Ssaiais che Rint winaieeraletore ee lancer 3,576 9.6 
LOAB ina. laleca arate tic ass peereveusie seeetorels 3,911 9.4 
1940): cased Peete ates 2% Bie eee 4,121 5.4 
198072... ade oe ee ie ieee 4,430 7.5 
1951... seats eee eee 4,718 6.5 
195250) vesting epeaneiees seca 4,710 —0.2 


Source: Sintesis Estadistica Mensual. 
® Public utility companies only. 


The total installed capacity available for public service 
at the end of 1952 may be estimated at 1.5 million kilo- 
watts. Since 1946, an additional 200,000 kilowatts, approx- 
imately, has been brought into service, of which 106,000 
kilowatts is supplied by private utility companies in the 
city of Buenos Aires, and the remainder by plants con- 
structed under the first five-year plan. The present figure 
is 15.4 per cent higher than six years ago, but it must 
be recalled that the installed capacity of the public utility 
companies increased by only 10.7 per cent during the 
entire period 1937-46. 

It may be expected that projects included in the govern- 
ment’s second five-year plan will begin to relieve the 
shortage. During the period 1953-57 it is hoped to complete 
thirty-one hydro-electric plants which are at present under 
construction, with a capacity of 353,000 kilowatts and nine 
thermo-electric plants producing 406,000 kilowatts. The 
most important of the thermo-electric plants is San 
Nicolas, of 300,000 kilowatts, which should come into 
service in 1954-55. Within the same period, work should 
be commenced and completed to provide an increase of 
18,000 kilowatts of hydro-electric, and 306,000 kilowatts of 
thermo-electric power in addition to a thermo-electric 
plant of 300,000 kilowatts designed to meet consumption 
increases in Greater Buenos Aires. 
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(c) Brazil 

The years 1951 and 1952 have been critical for Brazil 
as regards the supply of electric power. Rationing has 
been necessary in the areas of Sao Paulo, Rio de Janeiro 
and Rio Grande do Sul while it has been impossible to 
meet the demand for new connexions, which exerts a 
constant pressure on the load factors of the supply com- 
panies. In 1952 approximately 370,000 kilowatts came 
into service and only 38,000 in 1951; these small additions 
in relation to the needs mean that the over-all capacity at 
the end of 1952 will be only 32 per cent higher than it 
was in 1949. (See table 183.) The total output of electric 
power in 1952 was barely 4 to 5 per cent higher than that 
of 1951,° which contrasts with estimated previous annual 
rates of increase varying between 8 and 11.5 per cent in 
different parts of the country. 

For some years there have been large expansion projects 
for the main private systems in the industrial region of 
Brazil and recently other expansions have been com- 
menced by both the state and federal governments. The 
majority of these projects will use hydraulic power and 
will naturally take a long time to build. The shortage of 
fuel in Brazil is a deterrent to any large-scale thermo- 
electric programme, although it has recently been neces- 
sary to make use of this system—as effected in Mexico 
under similar circumstances—as a short-term solution 
to the difficult siutation in Sao Paulo. Problems of 
financing and of shortage of electrical equipment have also 
proved serious obstacles. 


Table 183. Brazil: Installed capacity and production 
of electric power 


Installed capacity Production 
Percentage Percentage 
Year Thousands annual Millions annual 
of kw increase of kwh increase 
Gen ogaocag 1,534 6,290 
1O4B SS soe ce 1,625 5.9 7,140 13.5 
OS OF recs ol eraereis 1,735 6.8 7,610 6.6 
DOSOR mia cras cies 1,883 8.5 8,208 Go) 
OS orden aesayer sie 1,921 2.0 8,758 6.7 
NOS 2 aoe es iossicye. 2,297 19.5 9,100 4.5 
OSS Serres «ios 2,545 10.8 Bn 
HOSA) Setestaccis ole! 6 2,800 10.0 


Source: Conjuntura Econémica. 
= Estimated. 


As a result of work commenced in recent years it is 
hoped that the increase of generating capacity will be 
248,000 kilowatts in 1953, of which approximately 44 
per cent will be used to supply the Sao Paulo-Rio area. 
It is anticipated that 250,000 kilowatts will come into 
service in 1954, 60 per cent of which would supply that 
same region. Studies of the possible use of new waterfalls 
have been intensified, and there is no doubt that the expan- 
sion of power production capacity will continue to be one 
of the main investment problems. But, in the meantime, 
Brazilian industry will inevitably suffer from the restric- 
tive influence of power shortages. 

(d) Chile 

In the winter of 1952, after two years of power shortage, 

hydrological reasons caused a further deterioration of the 


3 Estimated on generating data for January—August 1952 given 
by Brazilian Traction (3,103 million kwh) which produces 60 per 
cent of the total. 


supply situation in the central zone of Chile. Rationing 
became necessary, with consequent dislocation of in- 
dustrial production. The deficit in 1952 was estimated 
to be some 470,000 kilowatts per day during periods of 
maximum load; since it is not expected that this will be 
remedied until the 65,000-kilowatt Cipreses plant comes 
into operation in 1954, rationing will continue during 
the winter of 1953. 

The output of electricity from companies supplying 
for public use, which increased at a cumulative annual 
rate of the order of 7 per cent during the period 1940-45, 
and over 10 per cent in 1945-50, showed further increases 
of 10.6 per cent in 1951 and 10.7 per cent in 1952. (See 
table 184.) Added to the output of certain other plants 
which are not included in the official statistics, a total of 
some 1,850 million kilowatt-hours was generated in 1951. 
Apart from production for public service, the large 
Chilean mining companies have their own generating 
plants, output of which in 1952 was 70 per cent above the 
previous year. They have been expanded in the last ten 
years to a present capacity of more than 260,000 kilowatts. 


Table 184. Chile: Installed capacity and production 
of electric power 


Installed capacity * Production » 
Percentage Percentage 

Year Thousands annual Millions annual 
of kw increase of kwh increase 

MOAT, iba syasiais teats 282 0.7 1,083 
WOAG I casein cteusiys.s 356 26.2 1,166 Hag 
OAD cyte faperey<letse) ifs 431 21.0 1,281 9.9 
{WE siteronntia. aaane 456 5.8 1,520 18.6 
TOS Mid site a saerehe 456 0.0 1,681 10.6 
OS Divereia.cts se. etatehs 478 4.7 1,862 10.7 


Source: Estadistica Chilena and a study made by the Empresa 
Nacional de Electricidad in July 1950. 

* Does not include the plants of the export mining companies. 

> Data from thirty-two plants. 


The activities of the Corporacién de Fomento (Chilean 
Development Corporation) and the Empresa Nacional de 
Electricidad — whether through their own plants or 
through the financing of private plants connected with 
public service—have increased installed capacity at a 
cumulative rate of 5 per cent in 1940-45, and 10 per cent 
in 1945-50, principally from hydro-electric plants. In 
1951 and 1952 the increase declined to only 16,000 kilo- 
watts, but the electrification plan for the next twelve years 
will ensure that sufficient electric power is available to 
cover the economic development of the country, always 
assuming that a further 80,000 kilowatts at least is in- 
stalled in those areas which are supplied by private com- 
panies. This plan provides for the completion of the 
installing of 65,000 kilowatts by the end of 1953 and a 
further 3,600 kilowatts in 1954, while other new projects 
include 27,500 kilowatts for 1955, 78,000 for 1956, and 
42,500 for 1957. Finally, plans are being studied for the 
installation of 252,000 kilowatts between 1960 and 1964. 

(e) Colombia 

As a result of the slower increase of industrial produc- 
tion, the high rate of production of electric power, which 
had been maintained in previous years, declined in 1951. 
During that year there was an increase of only 5.4 per cent 


compared with rates of increase of over 11 per cent an- 
nually between 1945 and 1950, which had been main- 


210 


Part III. Trends in the principal sectors of production 


Table 185. Colombia: Production of electric power 


Total production Production for industrial use 

€ Per e 
Year Millions of et Millions of se 
kwh increase kwh increase 
ATi ehs \etetesteseiters es 517 inl ow 147 tind 
AS IOS cin orn Jo OUeOr 545 5.4 167 13.6 
TR nls oe aoe 625 14.7 193 16.0 
ORES OR Unbpoo ck 705 12.8 220 12.9 
TS cio noe aOHO. 743 5.4 231 6.1 
SAR ae drosoon yo. 840 12.0 261 12.8 


Source: Revista del Banco de la Republica. Figures for three 
large public utility companies; La Actividad Econémica Colombiana. 


tained for both industrial and other consumption. (See 
table 185.) With the return to normal industrial con- 
ditions, and the commencement of new activities, the 
general rate of increase in 1952 was greater than that of 
1951. It is estimated that during the year some 740 
million kilowatt-hours was generated, the greater part 
from hydro-electric plants. 

The reduced rate of increase of demand is only one of 
the factors limiting the consumption of electric power 
in recent times; there has also been a lack of production 
capacity. The shortage of power in Colombia is at present 
serious and is hindering industrial development, and the 
absence of any co-ordinated electrification plan impedes 
a remedy for the deficiency; at the same time the financial 
situation of some companies has not permitted renewal 
and expansion of equipment. The government, however, 
has carried out some projects resulting in the installation 
of an additional 70,000 kilowatts in recent years, repre- 
senting almost 18 per cent of the total capacity installed 
for public service, which may be estimated at a total from 
all sources of some 400,000 kilowatts. Projects actually 
under construction and study cover a new increase of 
170,000 kilowatts during the next few years, but this will 
not fully meet the potential demand. 


(f) Cuba 


Progress in electrification in Cuba has been slow in 
recent years. The main demand comes from the sugar in- 
dustries * which have their own electric plants and only 
consume a small fraction of power generated for public 
service. The plants installed in the sugar mills—which 
have a theoretical capacity greater than that of the public 
utility companies—only work to full capacity during 
three to six months of the year in normal times. They 
therefore have sufficient flexibility to meet the larger de- 
mand which may be caused by bigger harvests, as was the 
case in 1952. 

Apart from the sugar industry there has been a rapid 
increase in the consumption of electric power. Cuba 
shows a rate of 10 per cent per year in 1952, slightly greater 
than the average of 9.5 per cent for 1943 to 1951 (see 
table 186). 

The rates of increase of consumption have led to various 
projects for the installation of new plants for public ser- 
vice. In 1950 the public utility companies had a capacity 
of some 185,000 kilowatts and a programme is being 


“Tn Cuba the sugar industry in 1951 consumed 34 per cent of the 
total, other industries 19 per cent, commerce 18 per cent, the 
government and municipalities 11 per cent, and domestic con- 
sumption 17 per cent. (Estimated by the Economic Commission for 
Latin America.) 


Table 186. Cuba: Consumption of electric power 


Millions of Percentage annual 

Year kwh increase 
OAT Sere iemtaiite sasha teheetctatet 486 = 
1949 Toei c% alae bits ts toni oes 544 19 
Nee eRe Als pais ricat tS Eien oF actin. 586 aE 
19505) -Beprebcthocs. asaya ome 645 10.1 
TOSI oe. siaee crayons pe tous a eee ee 706 9.5 
OS2 Sata sts btatitets ates chensratee take 778 10.1 


Source: Banco Nacional de Cuba and Cuba Econémica. 

= Power sold by the Compafiia Cubana de Electricidad only, 
representing approximately 50 to 55 per cent of the total consumed 
in the country, including power generated in the sugar mills. 


carried out to give an increase of 140,000 kilowatts for 
1957, of which 25,300 will already be in service in 1952— 
that is 37 per cent higher than the 1950 figure—intended 
to supply the main cities other than the capital. Industrial 
concerns are also carrying out large-scale expansion for 
their own purposes. It is worth mentioning that almost 
the whole of the power is being generated by thermo- 
electric plants. 


(g) Dominican Republic 

As in Cuba, the main demand for electric power comes 
from the sugar mills which have their own generating 
plants. The increase in consumption has been one of the 
most rapid in Latin America in recent years. The princi- 
pal supply company doubled capacity between 1948 and 
1952, reaching a total of between 15,000 and 20,000 kilo- 
watts, with a further 7,500-kilowatt expansion projected. 
All these plants are thermo-electric. 


(h) Ecuador 


The present rate of increase of the production of electric 
power in Ecuador is 8 per cent, and it has therefore been 
necessary to prepare expansion projects covering the in- 
stallation of an additional 15,000 kilowatts in 1954-55, 
over an installed capacity which was estimated in 1951 at 
approximately 35,000 kilowatts. The uncertainty regard- 
ing future supplies of liquid fuels from domestic sources 
in Ecuador—whose possibilities of importing fuel are 
slight—has emphasized the urgent need to develop sources 
of hydro-electric power, especially if industrialization is 
to be accelerated. 

(i) Mexico 

During several months of 1950, periods of drought 
made power rationing necessary in the central zone of 
Mexico, but since then there have been no shortages 
except in the north and north-east of the country and some 
parts of the interior where generating capacity has not 
expanded at a sufficient rate to meet the demand. Total 
production of electric power in 1952 attained a level 8.8 
per cent higher than in 1951, which in turn was 11 per 
ravsimee the figure for the previous year. (See table 
187. 

The greater availability of electric power in Mexico in 
recent years has been largely the result of the construction 
of hydro-electric plants undertaken by the government and 
by the principal private company operating in the central 
zone. However, a decisive influence from the point of 
view of flexibility was the fact that while the large hydro- 
electric plants were under construction, it was possible to 
meet immediate requirements with thermo-electric plants, 
to which the use of natural gas has also contributed. This 
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Table 187. Mexico: Installed capacity and production 
of electric power 
Installed capacity Production 
Percentage Tce 
Year Thousands of lee 3 Millions of hate} i 

kw increase kwh increase 
OAT Ewe. iiecoiere 958 = 3,598 = 
OO ihn cele sa 1,040 8.6 3,969 10.3 
LO ota: seis sieve 6: < 1,097 Sia) 4,328 S70 
OS Otic isc ace «+ L213 16.1 4,423 2.2 
IKONS a cote cei 1,400 10.0 4,908 11.0 
ODD ragenats aim 32 1,542 » 10.0 Doo 8.8 
USEF CE Tens ae 1,719 NBS) oe 
Lai 1,825 6.2 


Source: Comisién Federal de Electricidad. 
* Estimated by Economic Commission for Latia America. 


type of plant has been installed by both government and 
private electric companies, and also by a considerable 
number of industrial concerns. In 1951, 52.5 per cent of 
the total production of electric power came from thermal 
plants compared with barely 36 per cent in 1946, and the 
increased output from this type of plant compensated to 
a certain extent, especially in 1950, for the shortage of 
hydro-electric power. 

The first stages of the large electrical projects com- 
menced in 1943 are now in course of termination, while 
further work is in hand with the object of meeting con- 
sumption demands from 1955 onwards. In 1950 and 1951, 
out of a total increase of capacity of 303,000 kilowatts, 
which raised total capacity to 1.4 million kilowatts (rather 
more than double the quantity available between 1940 and 
1943), 202,000 kilowatts were installed by the government, 
in accordance with their electrification programme. It is 
hoped that units constructed by the government and by 
private electricity companies to a total of 141,000 kilo- 
watts will come into service during 1952, while units 
under construction should allow the installation of 177,000 
kilowatts in 1953 and 106,100 kilowatts in 1954 (see 
table 187). 

If it is assumed that the total electric power generated 
in Mexico must increase by about 11 per cent per year in 
order to meet the demand, then the programmes planned 
up to 1954 are inadequate. Although the partial inter- 
connexion of the principal networks of the central zone 
will to a certain extent compensate for the shortage by 
allowing more efficient use to be made of installed ca- 
pacity, there is always the possibility that hydro-electric 
power may again be affected by water shortage. The 
industrial and urban growth in Mexico make the rate of 
electrical expansion a very urgent matter. Up to the 
present, the government has attempted to solve the prob- 
lem by means of large-scale national programmes but 
in spite of these efforts it has not been possible to create 
a sufficient margin of reserve. During the last two years 
increasing attention has been paid to the need for expan- 
sion of power facilities in the agricultural and industrial 
regions in the interior, and also, to a lesser degree, to 
rural electrification. The shortage in these areas, however, 
was still sufficiently severe to necessitate restrictive 
measures on consumption in 1951 and 1952. 


(j) Peru 
The shortage of electric power experienced in Peru in 


recent years was relieved in January 1952 by the inaugura- 
tion of a 44,000-kilowatt hydro-electric plant. The genera- 


tion of electricity, whose annual rate of increase has never 
passed 2 per cent since 1947, was thereby raised by 15 
per cent, and it is estimated that the output in 195] was 
860 million kilowatt-hours. 

A future expansion of 22,000 kilowatts is planned for 
the plant mentioned above and a further 50,000 kilowatts 
is under construction in connexion with the Chimbote 
steel plant, with a possible expansion to 150,000 kilowatts. 
There is a further project for supplying 65,000 kilowatts 
to a zinc refinery. Work has not yet started on a 140,000- 
kilowatt project of the largest private company, but there 
are further official and private plans in connexion with 
the mining industry. The development of the generation 
of electricity in Peru is based almost exclusively on 
hydraulic power, which already covers 90 per cent of 
the total. 


Table 188. Peru: Production of electric power * 
Millions of Percentage of annual 

Year kwh increase 
OAS Ss tants mated Aro cie  } blots 256 9.5 
LOGS EY Pe. teat crete eases Stas a nei 293 13.9 
LOAD Sopot dett foc cth tte ial Bs seals tehous 314 yee! 
LOS O eaters 20s ger caper adis. ty chateralene 322 2.5 
MOST AO tacos seats eee one hn oiccinne 344 6.8 
OSD Rabe cte tp cavetens Seat te Letters ates 375 9.0 


Source: Empresas Eléctricas Asociadas. d 
» Power generated by Empresas Eléctricas Asociadas, represent- 
ing approximately 40 per cent of total production. 


(k) Uruguay 

Uruguay is no exception to the high rate of increase 
of electric power generation seen in Latin America during 
the post-war period. Up to 1952, the average annual rate 
was more than 11 per cent, reaching a production of 753 
million kilowatt-hours (see table 189). During 1951, 
hydrological causes were responsible for a considerable 
reduction in the generation of hydro-electric power, but 
this was offset by bringing thermal plants back into 
service. 


Table 189. Uruguay: Installed capacity and produc- 
tion of electric power 


Installed capacity Production 
Percentage Percentage 

Year Thousands annual Millions annual 

of kw increase of kwh increase 

LOA Re eh srs elayertanstags 158 22a 465 17.6 
OAS cere o abebatanch sat <iei 194 22.0 532 13.6 
1949. 227 17.0 574 8.0 
OS Oech awit a etress a 229 0.8 616 7.4 
OS iererareen sceays 4 ean 234 2.5 682 10.3 
ROS ZAN Hea tales teeters 235 0.4 753 10.3 


Source: Administracién General de las Usinas Eléctricas y 


Teléfonos del Estado. 


Although in the last three years there has been no in- 
crease of installed capacity, the increasing demand has 
been met without difficulty by the 128,000 kilowatts of 
hydro-electric power which came into service between 
1946 and 1949, There is a plan for the near future which 
will supply an additional 61,200 kilowatts of thermo- 
electric power, representing a 26 per cent increase over the 
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Table 190. Venezuela: Production of electric power 


Perceniage 
Production * ann 
Year (millions of kwh) increase 
MOAT EMS chclevetes siete cseleraienoaie'e ie ateoete 317 17.4 
OAS iar isi eccles nte center 385 21.4 
OA aie ahs scotayntevake tort ists) See setae 453 Wf 2/ 
HOBO Soper test's! cceze ters suc kastegs ye eras 522 ome, 
WD Lefer & tenetazsiek ake ois whee ae eget 620 18.8 
OD. ais. cde eyerstererniewerotsts Suceeten eee ts 722 16.4 


Source: Direccién General de Estadistica, Caracas. 
_ * Comprises approximately 95 per cent of total production, not 
including that of the petroleum companies. 


present figures, while later plans include 90,000 kilowatts 
of hydro-electric power. 


(1) Venezuela 


As a result of increases in productive capacity, and 
tariff reductions since 1945, the total power generated in 
Venezuela, excluding that produced by the petroleum 
companies for their own purposes, was almost trebled 
between that year and 1951, and in 1952 still shows a 
considerable rate of increase. The average annual cumula- 
tive rate of increase for this period was 17.4 per cent (see 
table 190), while the 1952 increase is estimated at 16.4 
per cent. 

The total generating capacity for public service rose 
from 175,000 kilowatts in 1945 to 236,000 kilowatts in 
1952.5 There was no increase in capacity in 1952, but 
the electrification programme of the Corporacién Venezo- 
lana de Fomento provides for a considerable increase in 
1955. This does not take into account possible future de- 
velopments on the Caroni river in connexion with invest- 
ments in iron mining. The projects of the Corporacién 
Venezolana de Fomento include both hydro-electric and 
thermo-electric plants; work has already commenced on 
the installation of small thermal plants in the more 
heavily populated rural areas as a first step toward a rural 
electrification system which in due course will be con- 
nected to the main hydro-electric networks. 

The attention which has been given to electrical de- 
velopment in Venezuela has been favourable for industrial 
development and to a certain extent has compensated for 
other disadvantages. The completion of the electrification 
programme will undoubtedly require still greater efforts. 


5 In 1952 the mining and petroleum companies also had a gen- 
erating capacity, for their own purposes, of 124,600 kilowatts. 


(m) Central America and the Republic of Panama 


The present accelerated economic development of the 


‘Central American Republics has emphasized in the last 


two years the acute shortage of electric power, which has 
been only very slightly eased by increases in the capacity 
of the public utility companies and the installation of 
private plants by industrial concerns. In almost all these 
countries both consumption and the acceptance of new 
loads have been strictly controlled. 


The total installed capacity rose to some 185,000 kilo- 
watts in 1951, probably more than one-third of which was 
provided by private plants installed by the fruit companies 
and other commercial concerns for their own purposes. 
Approximately 75 per cent of the total capacity available 
for public service is installed in Costa Rica, El Salvador 
and Guatemala, the countries where the increase in power 
production has been the most rapid—from 10 to 12 per 
cent per year from 1948-49—although it is still insufficient. — 
(See table 191.) These countries increased their capacity 
between 1948 and 1951 and although the joint increase 
was small, it appears considerable when compared with 
the war-time figures, since it represented a 10 per cent 
annual rate of increase. On the other hand the remaining 
three countries showed almost no change in capacity. 


The prospects for the various countries of Central 
America at present differ widely. Very considerable ca- 
pacity increases are necessary to meet the normal increase 
in demand in zones where electric power is already avail- 
able. If it is to be introduced into the vast area where 
it is now non-existent—as is the present intention, for 
example, in El Salvador and Costa Rica—then an even 
greater rate of increase will be necessary. Costa Rica, 
with the best electric supply of any country in the region 
and the most accessible hydro-electric resources, already 
has projects being carried out for an annual capacity in- 
crease of 12 per cent. The first units, 10,000 kilowatts, 
will be put into service in 1954. In El Salvador, under 
the government electrification programme, construction 
was commenced in 1949-50 of a hydro-electric plant which 
will add 30,000 kilowatts at the end of 1953; plans are 
already well ahead for the installation of a further 15,000 
kilowatts in 1954-55, without taking into account certain 
small private projects. In Guatemala, on the other hand, 
the anticipated increase for 1953 will be barely 3,000 
kilowatts although work should commence in that year 
on other hydro-electric projects. Preliminary studies have 
barely commenced in Nicaragua and Honduras. 


Table 191. Central America and Republic of Panama: Generation of electric power * 
Costa Rica > Guatemala ° Nicaragua ° El Salvador ° Panama 4 
Year Millions Percentage annual Millions Percentageannual Millions _—‘ Percentage annua Millions Percentage annual Millions Percentage annual 
of kwh increase of kwh increase of kwh increase of kwh increase of kwh increase 
19475 eo 123 = 59 = 22 2 46 n 69 . 
1948... 126 2.4 64 8.5 22 - 50 8.7 70 1.4 
1949..... 143 1325 1b IPAS) 23 4.5 54 8.0 75 (ell 
UBS URE cic 160 11.9 83 TB} 24 4.3 58 7.4 85 13.3 
TOS eis ak 173 8.1 - - = oa 68 Bree? 88 3.5 
1952...eie = - - - = = = = 92° 4.5 


Source: Costa Rica, Banco Central de Costa Rica; El Salvador, 
Instituto de Estudios Econémicos; Guatemala, based on data from 
the Empresa Eléctrica de Guatemala; Nicaragua, Direccién General 
de Estadistica; Republic of Panama, Estadistica Panamefia. 


® Omitting Honduras. The series are not mutually comparable. 
> Includes an estimate of power generated by private plants. 

° Includes only power generated by public wit companies. 

4 Power generated in the cities of Panacoe and Colén only. 

© Preliminary estimate. 
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: Table 192. Latin America: Production of crude petroleum 


(Thousands of cubic metres) 


Per cent increase 


1950 1951 1952 

1950-1951 1951-1952 

Argentina............. 3,730 3,890 3,909 4.3 0.5 
Bolivia etic eee ee 99 85 —16.0 EG 
Brazilyiro emcees thao 49 109 —204.1 8.7 
Chiletee meson See. eek 100 144 20.0 20.0 
Colombia ta eee 5,415 6,105 6,140 OG 0.1 
Gubat eee ese ees 25 6 —24.0 —68.4 
Heuador serie erste 418 452 Shi 4.9 
Mexico deca eee 11,746 12525) 12,545 6.6 0.2 
Pere ann. fy xctda ad aera Pha BS 2,528 2,593 5.6 2.6 
SUB-TOTAL) 2 hie tee 23,975 25,801 25,983 7.6 (eit 
Venezuela... 51:08 86,929 98,921 104,969 13.8 6.1 
ROTAE ss yaaa eee 110,904 124,722 130,952 Ae 5.0 


Source: Official statistical bulletins: United Nations, Bulletin of Statistics; for Cuba, the journals 


World Oil and Petréleo Interamericano (United States). 


By 1953-54 there will be sufficient capacity available in 
El Salvador to meet the demand in the central zone for 
the following three or four years. In Costa Rica, however, 
proposed expansions in the near future will not satisfy the 
expected increase in demand, and the shortage will become 
more acute until such time as projects at present being 
carried out by the Instituto Costarricense de Electricidad 
are completed. These will meet the demand in the central 
zone until 1960. Unless emergency measures are taken 
the situation in the other three countries will be very 
serious, and is already proving to be a considerable 
hindrance to economic development. 

3. PETROLEUM 
(a) Introduction 

Due to the expansion of Venezuelan production, which 
accounts for a little over 80 per cent of the total, the entire 
petroleum output of Latin America during 1951 and the 
first half of 1952 maintained a generally high rate of in- 
crease, the figures being 12.5 per cent and 8.2 per cent 
respectively, as compared with 1950 and the first six 
months of 1951. The Venezuelan product has enjoyed a 
steady market in Latin America itself, where consumption 
figures have increased by about 12 per cent annually, and 
in the United States and Europe where demand has risen 
both through rearmament needs and as a result of the 
Iranian oil crisis. It has been possible to take advantage 
of this favourable external situation because of the great 
wealth of the Venezuelan deposits and the government 
policy of giving full encouragement to the increasing 
foreign investments. During the second half of 1952, the 
demand from abroad slackened somewhat and the rate of 
expansion tended to contract considerably, though for 
reasons which appear to be only temporary in character. 
As a result, the total for the whole of 1952, for all the 
countries taken together, reached a figure 5 per cent higher 
than the previous year. 

While Venezuelan production rose by 13.8 per cent in 
1951 and 5.3 per cent in 1952, the rates of increase for 
the other producer countries varies considerably. In 
Argentina, Colombia and Mexico, production for 1952 
remained stationary; in Peru there was a moderate in- 
crease; and in the remaining countries (Bolivia, Brazil, 
Chile and Ecuador), whose influence on the total is very 


small, the rates of increase were relatively high (see 
table 192). 

Refining capacity in Latin America has increased to 
a relatively higher proportion owing to government pro- 
tective and development policies. The expansion of this 
phase of production, which has been carried out for a 
number of years in Venezuela by foreign companies, has 
now been stimulated by the additional demand for 
petroleum, due to the closing down of the Abadan refinery 
in mid-1951. Government-owned enterprises in Mexico 
and Colombia have had to extend their refining capacities 
in order to offset the rise in domestic consumption. They 
have relied partly on credits from the United States for 
this purpose. Brazil and Chile have substantial projects 
in hand, sponsored by their respective governments, 
designed both to diminish the heavy foreign exchange 
burden caused by liquid fuel consumption and to assist 
the future development of their infant petroleum extrac- 
tion industries (see table 65). 

Future prospects are favourable, owing both to the 
existence of enormous but unexplored areas of potential 
resources and the encouraging rise in the domestic and 
export demand. The development of new zones of pro- 
duction, however, implies a high level of investment in 
relation to the financial resources of Latin America. Even 
as regards present output, the proportion of proven re- 
serves is lower than is strictly advisable, and a higher rate 
of investment in this sphere, which involves a greater 
element of risk, is necessary. 

Thus, in regard to the possible future development of 
resources, capital requirements are of the utmost im- 
portance. The various Latin-American countries have 
adopted different policies with regard to this problem, 
so that it is possible to distinguish between two separate 
groups of countries within the general over-all picture of 
the Latin-American petroleum industry. These groups 
comprise: 

(1) Those countries which are exploiting their deposits 
exclusively or to a substantial degree by means of govern- 
ment organizations and domestic capital, i.e., Argentina, 
Bolivia, Brazil, Chile and Mexico. With the exception of 
Mexico, these are countries which do not produce sufficient 
petroleum to satisfy their domestic needs. 
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Table 193. 


Latin America: Quantity of crude petroleum refined 
(Thousands of cubic metres) 


Per cent increase 


1950 1951 1952 
1950-1951 1951-1952 

Argentina®....... 6,351 6,310 6,603 » —0.6 4.6 
Bolivia -Fencere oe 99 67 70» —32.3 
Bragilih ene areas 78 84 oe piel : 
Colombia......... 1,512 1,575 1,825 4.2 14.6 
Cube.B teeta ae 315 372 S 18.1 ws 
Houadon-cn.2-- 2: 257 269 281 4.7 1.9. 
Mexico * ane net 8,893 9,750 9,768 SiC 7.6 
Berne aetna rts 2,155 2,270 = 2.0 : 
Uruswayeie sees 848 998 1,156> en} 15.8 

DUB LOTMA er 20,508 21,697 Ce 5.8 
Venezuela... . 14,497 18,297 20,191 26.2 8.8 

TLOvAG areas 35,005 39,994 14,2 


Source: Official statistical bulletins and journals World Oil (United States) and Petroleum Press 


Service (Great Britain). 


® Figures for these countries refer to the volume of derivatives obtained. For the remainder, 


figures refer to crude oil, refined. 
b Estimates. 


(2) Countries where private foreign investments pre- 
dominate, i.e., Ecuador, Peru and Venezuela, which are 
net exporters. Colombia occupies a position midway 
between these two groups, as the government of this 
country has now taken over the operation of one of the 
main oil fields, the concession for which had expired. 

The group of countries relying on foreign investments 
for the exploration and working of petroleum deposits 
(Colombia, Ecuador, Peru and Venezuela) is providing 
a fresh stimulus for the flow of private capital through 
either the natural conditions of the resources or the type 
of legislation being adopted. In Venezuela, where a 
policy of dividing the available profits equally between 
the government and the oil companies has been practised, 
the daily yield per well, over the period 1947-51, has been 
35 cubic metres. On the other hand, the equivalent yield 
over the same period in Colombia, Ecuador and Peru has 
been approximately 12.0, 1.8 and 1.4 cubic metres re- 
spectively, and efforts to offset the negative effect upon 
the interest of foreign investors, are being made through 
more favourable petroleum legislation. 


(b) Venezuela 


At present, this country is maintaining the highest rate 
of growth in its petroleum industry. Production for 1951 
was 13.8 per cent higher than that of the previous year, 
while the cumulative increase during the period 1947-51 
amounted to 9.3 per cent annually. Within the same period 
an exceptionally high level was reached in 1948, followed 
by a crisis in 1949 and two successive years of recovery 
above the normal rate of output. In 1952, there appears 
to be a return to greater stability, with an annual rise of 
slightly more than 5 per cent and an upward trend at the 
end of the year, which presages a recovery in 1953. 

Investments on the part of foreign companies have 
maintaned a high level during the last few years, amount- 
ing to an annual figure of approximately 200 million 
dollars. The three most important companies, which 
together produce 90 per cent of the crude petroleum, 
announced an investment programme for 1952 of 280 
million dollars, of which 50 per cent is to be devoted to 


production, 18 per cent to exploration, and the remainder 
to be invested in refineries, pipelines and general con- 
struction work. According to this programme, the expan- 
sion of the new refinery on the Paraguana peninsula, 
where two companies can at present refine 8 million cubic 
metres annually, is being continued. One of these com- 
panies is also building an extension which will add about 
4.5 million cubic metres to its total capacity. The pipe- 
lines which transport the crude oil from Lake Maracaibo 
to the Paraguana peninsula are works of outstanding im- 
portance; the second pipeline, 240 kilometres in length, 
was finished in July 1952. With the completion of these 
projects the total refining capacity for 1953 will amount 
to approximately 23.6 million cubic metres per year, or 
about 23 per cent of the 1952 crude production. This 
represents a substantial expansion, since the refining ca- 
pacity for 1948 was only 7 million cubic metres, equiva- 
lent to 9 per cent of the crude oil production of the 
country. 

Exports from Venezuela have followed the same pattern 
as production, since only a very small proportion of the 
output remains in the country for domestic consumption 
(3.3 per cent in 1952). Due to the volume obtained by 
export of petroleum and petroleum derivatives (93 million 
cubic metres in 1951, or just over 15 per cent and 50 per 
cent of world production and exports ° respectively), the 
Venezuelan industry is a substantial factor in the world 
market. 

Venezuelan output, which in 1948 was distributed in 
the proportion of 43 per cent to the United States and 
Canada, 20 per cent to Latin America and 34 per cent to 
Europe, has in the case of Europe, lost ground to petro- 
leum from the Middle East, but has gained in exports to 
North America, whence nearly half of the 1951 exports 
were dispatched. Venezuelan production thus appears to 
be strongly linked with North American demand. With 
the rise in fuel consumption during the winter in the 
United States, and the maintenance of the purchasing level 


® These totals do not include the Union of Soviet Socialist Re- 
publics or Eastern Europe. 
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or defence purposes during at least the first half of 1953, 
relatively steady demand for Venezuelan crude oil is 
ticipated. This will permit the high production levels 
the last few years to be maintained. 


(c) Mexico 


Since 1938, the entire petroleum industry of Mexico 
ias been in the hands of a State-controlled enterprise, 
~etroleos Mexicanos. The main oilfield operated by this 
company, Poza Rica, which contributes two-thirds of the 
otal Mexican oil output, was worked intensively during 
L950 to relieve the pressure on demand. In conjunction 
vith other projects, this development allowed a production 
‘ise of about 19 per cent for 1950, the highest figure since 
he company was established. However, through the 
iecessity for conserving reserves, this rate of extraction 
iad to be reduced substantially; as a result, the increase 
or 1951 was only 6.6 per cent, a figure more in accord 
with the available resources and which represented an 
yutput of 12.5 million cubic metres. 

In 1952, the rate of production for crude oil did not 
ncrease. The first six months showed a rise of 4.5 per 
sent as compared with the same period in 1951, but for 
he whole year output was only 0.2 per cent more than 
he total for the previous year. The most serious problem 
sonfronting the Mexican petroleum industry during the 
ast few years has been the need to devote the greater part 
of its financial resources to the development of refineries 
and transport to deal with the ever-growing domestic con- 
sumption. For this reason, Petréleos Mexicanos has not 
een able to carry out adequate prospecting for new fields 
and, in order to obtain immediate results, has had to con- 
ine its main activities to known fields which, in general, 
nave reached a stage where the rates of utilization have 
0 be reduced. In 1952, it was possible to counteract this 
endency to a certain degree and the proportion of explora- 
‘ory wells was increased; the total of wells drilled also 
rose more than in 1951. Prospecting resulted in the dis- 
covery of a new and rich deposit—the Ezequiel Ordofiez 
field, a southern extension of the Faja de Oro field—which 
may relieve the situation to a considerable degree in the 
years to come. 

Mexican domestic consumption from 1946 to 1951 
inclusive has grown at an average rate of 9.3 per cent 
annually; in 1952, it amounted to 10.2 million cubic 
metres. It is not anticipated that this rate will decline 
during the next few years in view of the ever-increasing 
use of liquid fuel in generating electric power, for road 
and rail transport and for industry. However, production 
in the older oil fields, in addition to the yields from the 
new deposits in the north-east of the country, will allow 
output to rise at the rate of 4 per cent annually. This, 
together with the anticipated production from the southern 
extension of the Faja de Oro field, and others of smaller 
importance, will be sufficient to supply domestic demand 
for some four years and will maintain the quantities of 
crude oil for exports at approximately their present 
levels. 

The net exportable surplus of refined products has 
already been reduced to insignificant proportions. Thus, 
in view of the anticipated rise in domestic consumption, 
it will be necessary to increase the use of the present re- 
fining capacity, which is nominally almost equal to the 
production of crude oil. The margin of this capacity, 
which is not at present utilized, would be sufficient to 
supply additional refining needs for only two or three 
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years. Already, fresh investments in this sector of the 
industry are being made. 

According to a recent survey,‘ to establish its economic 
situation on a firm basis, the petroleum industry requires 
substantially greater investments, above all for explora- 
tion. Such investments have averaged the equivalent of 
some 30 million dollars annually during the years 1946-51. 
It is estimated that 51 million dollars (440 million pesos) , 
were invested in 1952; this amount, however, is still small 
in comparison with over-all needs. 

Financing has been mainly effected by the use of the 
operating profits of the company itself, which, since its 
establishment, has received capital from other sources 
equivalent to 13 per cent of the total investment. Included 
in this additional capital is that from private foreign firms 
of contractors (principally North American) which have 
carried out prospection using their own capital; this has 
been done on the basis of contracts with the government 
providing for payment only in the case of the success of 
the operations, which would then take the form of a 
production percentage. From the time this system of 
contracts was initiated, from 1948 until 1952, the amount 
of these investments represented a total of not more than 
14 million dollars, but may eventually become a factor of 
some importance. This method is of particular interest 
as constituting a means of development within a system 
based strictly on domestic lines, as established by Mexico’s 
political constitution. In spite of the urgent need for 
capital, which adversely influences the industry, in 1950 
government taxes and other subsidies to special consumers 
reached a total of 33 per cent of the gross income of 
Petroleos Mexicanos. 


(d) Argentina 


The petroleum situation in Argentina has been un- 
favourable during the last few years. Production, which 
at present covers about 40 per cent of consumption, is 
increasing at a rate of only 4 per cent annually, while 
from 1946 onwards consumption has been increasing by 
about 12 per cent a year. Petroleum imports have thus 
come to represent a considerable drain on foreign ex- 
change. Partly for this reason, and partly because of 
the difficulties of obtaining petroleum from Iran, con- 
tracted from Great Britain under the terms of the 195] 
trade agreement, the rationing of fuel consumption during 
the course of 1952 became necessary. 

A greater increase in Argentine production has not 
been possible since Yacimientos Petroliferos Fiscales, 
which produced 78 per cent of the total output in 1952, 
has not possessed the necessary equipment for undertaking 
a more extensive programme of exploration. In addition, 
production of the privately-owned companies has tended 
to decline. At the beginning of 1952, however, the govern- 
ment organization devoted an extra 40 million dollars to 
the purchase of equipment for exploration and drilling. 

The new five-year plan for 1953-57 foreshadows an 
investment of 510 million dollars (at the rate of 5 pesos 
per dollar) for the development of the petroleum industry, 
in addition to 260 million dollars for natural gas. An 
output of 6.6 million cubic metres of crude oil in 1957 is 
expected, as compared with 3.85 million produced in 1952. 
The bulk of this increase will come from the Duran field, 


7 Joint Commission of the Government of Mexico and the Inter- 
national Bank for Reconstruction and Development, The Economic 
Expansion of Mexico and its Capacity to Absorb Foreign Capital, 
chapter IV, Mexico, 1952. 


216 


Part III. Trends in the principal sectors of productiol 


discovered in the province of Salta in 1950, and which at 
present produces the highest yields. A pipeline 1,120 kilo- 
metres long to carry the crude oil to San Lorenzo is to be 
constructed, and another of 400 kilometres for the Nequén 
fields is also projected. Annual refining capacity will be 
expanded by some 2 million cubic metres and the tanker 
fleet will also be considerably enlarged. 

A new pipeline for natural gas, of 1,530 kilometres, will 
be constructed from the Duran field to Buenos Aires and 
it is thus hoped that, in conjunction with the present 
Comodoro Rivadavia pipeline, natural gas, equivalent in 
heating capacity to 1.5 million cubic metres of crude oil, 
will be available by 1957. The Comodoro Rivadavia 
pipeline (1,600 kilometres in length) has been in use since 
1950, and at present carries a volume of natural gas 
equivalent to 150,000 cubic metres of petroleum annually. 

By means of these projects, as well as through the de- 
velopment of coal output, the plan envisages that by 1957 
Argentina will have neared self-sufficiency as far as fuel is 
concerned. 


(e) Bolivia 

In Bolivia, where there is a State monopoly similar to 
that of Mexico, the situation has recently been unfavour- 
able. Production for 1951 was only 80 per cent of the 
maximum achieved in 1949, but the 1952 figures show a 
slow recovery. In mid-1951, to increase output, the exist- 
ing legislation was modified, to allow concessions to 
foreign capital. Simultaneously, discussions were held 
with possible North American investors, and even with 
the company whose assets had been expropriated when the 
government enterprise was formed in 1937. There has 
been no basic change in this policy since a new govern- 
ment assumed power in April 1952. The industry faces 
a difficult situation, since greater production in the existing 
oilfields demands substantial investment. As investment 
has not been distributed evenly among the various sectors 
of the industry, a situation has now arisen in which output 
covers only a third of the consumption, while refining 
capacity is more than double the consumption require- 
ments. 

In November 1952, the government enterprise an- 
nounced a plan for the reorganization and expansion of 
the industry. In its first phase (already under way), 
production of crude oil will be doubled in the course of 
a year through an investment of 1,850,000 dollars in the 
principal oilfield. Another 2 million dollars, not yet 
‘underwritten, will be invested in the other important oil- 
field in Bolivia, and will be sufficient to supply the country 
with the principal types of derivatives and even to allow 
for an export surplus for the north of Argentina. This 
project also provides for the drawing up of leases and 
concessions, the formation of joint-stock companies be- 
tween private investors and the government-owned com- 
pany, and the revision of Bolivian petroleum legislation. 

(f) Brazil 

A project of considerable interest is being examined at 
present in Brazil, whereby the government proposes to 
invest a sum of about 500 million dollars, spread over 
five years, in the exploration and utilization of the petro- 
leum wealth of the country. This project would be effected 
by means of a company in which the government would 
own 51 per cent of the capital, the remainder being 
divided among Brazilian private investors and other enti- 
ties, to the exclusion of all foreign participation. It is 
the first attempt at exploration on a large scale. Previ- 


ously, Brazil had not granted options to foreign capita 
to carry out exploration, while domestic capital has pre 
dominantly been devoted to refining projects. 

The expansion of local production becomes increasingly 
urgent, due to the existence of domestic oil-bearing areas 
and the growth of imports of liquid fuel which amounts te 
an average of 19.4 per cent annually (1946-51). In 
1952, such imports exceeded the value of 227 million 
dollars, or over 12 per cent of the total value of all 
imports. A government corporation has been producing 
some petroleum since 1940, but its present output is not 
sufficient to cover more than 5 per cent of domestic con- 
sumption. This project has, however, permitted the 
creation of a nucleus of technical experts and research 
workers, with whom the new plan may be carried out. 

According to the project, investments would be dis- 
tributed approximately as follows: 250 million dollars for 
exploration and production; 100 million for refining; 
50 million for working the bituminous deposits dis- 
covered, and 50 million for the tanker fleet. According 
to government estimates, by 1959 production of some 5.8 
million cubic metres of crude oil a year is expected. Re- 
fining capacity will be raised to some 10.5 million cubic 
metres and the tanker fleet will be able to transport about 
5.8 million cubic metres. Thus, with the available financial 
means, it is only intended in this first stage to supply 40 
per cent of the probable 1956 consumption, which has been 
calculated at 14.5 million cubic metres. The state enterprise” 
will not be responsible for distribution, which will remain, 
as at present, in the hands of foreign-owned companies. As” 
far as investment in the refineries is concerned, it will 
only be necessary to extend the projects under construc- 
tion, which at present amount to an annual capacity of 3.5 
million cubic metres; in this programme, involving an 
investment of 100 million dollars, about one-third of the 
capital is subscribed from private domestic sources. The 
interest of private investors has encouraged the govern- 
ment in its plan, since it is hoped that an eventual contri- 
bution of some 50 million dollars will come from this 
source. The remainder will be provided from the pro- 
ceeds of new taxes, among others on the consumption of 
liquid fuel and general transport. 

(g) Chile 

The Empresa Nacional de Petréleos de Chile (Chilean 
National Petroleum Corporation) has recently fulfilled its 
petroleum production programme. Bearing in mind the 
sales possibilities § and the potential capacity of the oil- 
fields, an average production of 10,000 cubic metres a 
month has been fixed for the moment. This output has been 
maintained since operations began in October 1949, and by 
mid-1952 an increase of about 20 per cent was possible. 

The corporation’s target for the industry envisages a 
production from the Tierra del Fuego fields of 350,000 
cubic metres a year by 1954; the establishment of a small 
natural gasoline plant and refinery in the same zone, for 
a total output of 16,500 cubic metres of gasoline a year, 
and an oil refinery in the central zone with a capacity for 
the treatment of 1,120,000 cubic metres of crude oil 
annually. It is thought that this programme will satisfy 
domestic needs as regards the main oil products,® through 


8 To Uruguay, through a contract with the government refining 
enterprise of that country, Administracién Nacional de Combusti- 
bles, Alcohol y Portland (ANCAP). 

® Excluding the demand of the large copper and nitrate mining 
companies, which import fuel and diesel oil with their own foreign 
exchange. 
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jhe refining facilities, and that it will develop production 
f crude oil as far as possible, beginning with the 
omestic supply. Up to 1952, this plan has required an 
mvyestment equivalent to 64.3 million dollars, of which 
‘otal the government has had to contribute 25.6 million 
ollars, in foreign exchange. Exports of crude oil have 
rought in 17.4 million dollars. The natural gasoline 
plant entered production in May 1952. It is hoped that 
the petroleum refinery, at present being constructed, will 
be inaugurated at the beginning of 1954. 


(h) Colombia 

Up to mid-1951, Colombia had developed its petroleum 
industry entirely through foreign companies. Upon the 
expiration of the concession in that year, the principal oil- 
field passed into the hands of the government, when it 
was reorganized, to continue operations as a national 
undertaking. The foreign company which had previously 
exploited this field co-operated in the reorganization of 
the project, with a loan of 10 million dollars for the en- 
largement of the refinery, which was also nationalized. At 
the end of its first year’s operation the new enterprise had 
proved its worth with a profit appreciably higher than 
that accruing to the government in the shape of royalties 
and other sources of revenue from the previous concession. 
However, production in 1952 was at the same level as 
that of the average for 1951, and it is anticipated that 
there will be a gradual decline in the future, since all the 
better drillings in this field have already been made. 

On the other hand, in 1950-51, the Colombian Govern- 
ment adjusted its legislation to provide greater incentives 
for the investment of foreign capital in exploration. This 
policy has already led to a renewal of activity in this 
sector. 


(t) Ecuador 


Ecuador is passing through an uneasy phase of pro- 
duction, since, in 1951, output increased by only 3 per 
cent, while domestic consumption rose by 20 per cent. It 
is estimated that if these trends continue, Ecuador will 
cease to be a net exporter of petroleum by the end of five 
or six years. Facilities for foreign capital, however, which 
produce practically all the petroleum, have continued to be 
ample. The reason for the low rate of growth in output 
must mainly be attributed to a failure to date to find new 
deposits. 


(j) Peru 


For many years there have been oilfields in Peru, 
worked by foreign capital. Their actual yield is very low 
and apparently does not allow for an expansion of pro- 
duction, which is now lower than the output in 1937-39. 
Domestic consumption now absorbs 47 per cent of pro- 
duction, as opposed to the 20 per cent which this item 
represented in 1937-39. 

Peru for many years had not granted new concessions, 
but a new petroleum law was introduced in March 1952. 
This offers greater incentives to foreign investment and at 
the same time provides new possibilities for prospecting. 


The new law allows foreign companies to take part in the 
search for and exploitation of petroleum on equal terms 
with domestic enterprises. The only obligation imposed 
upon foreign companies is that of offering, three months 
before their formal establishment, at least 30 per cent of 
their stock for sale to Peruvian investors. A tax on rents is 
substituted for the normal royalty, and this must be calcu- 
lated in such a way as to divide the net profits equally 
between the company and the government. In all cases 
involving export, an advance payment, which is not reim- 
bursable against this tax, is requred; this payment ensures 
that if the profits are smaller, the State will receive a 
royalty of at least 20 per cent on the value of the exports. 
The law also reorganized the Empresa Petrolera Fiscal 
(National Petroleum Corporation) which is producing a 
small quantity of crude oil at present, increasing its 
capital to 500 million soles (33 million dollars) ; in addi- 
tion, facilities for private Peruvian investment were 
granted. 

In October 1952, when the registration for concessions 
was opened for foreign concerns, more than fifteen com- 
panies, seeking exploration rights over some 3.5 million 
hectares, were inscribed. Of these companies, two were 
Canadian, one Argentine, another jointly Argentine and 
United States, and five more were from the United States. 
The remainder were composed of Peruvian undertakings. 
Amongst these companies seeking new fields was the 
foreign company which at present produces the highest 
proportion of the Peruvian output. 


(k) Other countries 


The other Latin-American countries continued to show 
interest in exploring petroleum possibilities. The Govern- 
ment of Cuba recently adopted measures to encourage 
prospecting and devoted one million dollars to the purchase 
of drilling equipment which it plans to rent to private 
interests who wish to begin exploratory work. The present 
output of crude oil—about 15,000 cubic metres per year— 
is insignificant in relation to Cuba’s demand, which 
amounts to some 3 million cubic metres annually. More- 
over, output has recently begun to decline, since no new 
deposits have been found in the three fields at present 
being exploited. Only two companies, with United States 
and Venezuelan capital respectively, are undertaking 
exploratory work of any significance. The North Amer- 
ican undertaking, which owns a small refinery with an 
annual capacity of 300,000 cubic metres (the only one in 
the country), has announced that it is considering plant 
enlargements to raise capacity to 1,120,000 cubic metres 
through investment of 17 million dollars. 

In 1951, Costa Rica granted a concession on 1.2 million 
hectares in two of its provinces to a United States concern. 

In 1950, due to changes in government oil policy, three 
foreign companies, undertaking exploratory work in 
Guatemala, withdrew from the country. At the beginning 
of 1952, in accordance with present legislation, it was 
announced that Guatemala would once again be available 
to foreign capital for research into its petroleum wealth. 
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